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It is likely that the risky equipment has long since been rep] 
There’s a good chance that the new apparatus which pro’ 
operators as well as the electrical system, is by I-T-E. 


I-T-E CIRCUIT BREAKER CO. 
AIR CIRCUIT BREAKERS AND SWITCHGEAR 
19th & HAMILTON STREETS, PHILADELPHIA, PA. 
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Barber Fits The Burner 
To The Appliance 


@ We have the experience and the facilities for designing and developing 
the correct type and size of burner unit needed for any gas appliance— 
whether for natural, manufactured, Butane, or bottled gas. We cooperate 
with any manufacturer in determining the proper specifications, testing 
the burner under laboratory control, and then supplying the burner units 
for his product. 


Now that conservation of fuel has become of prime importance, effi- 
ciency such as Barber Burners offer is more in demand than ever. Two 
hundred leading makers of gas appliances, who have standardized on 
Barber Units, testify to Barber superiority in appliance performance. 
Write for Catalog 42 showing many types of Burners for Appliances, 
Conversion Burners for Furnaces and Boilers, and Pressure Regulators. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


SARBER BURNERS 
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You Thread \y Sizes 


of Pipe with @ set 


of Chaser Dies © and this RIFAID 


No. GSR sets to size 
in only 10 Seconds 


Save time, save effort, cut costs and seconds. Mistake-proof workholder sets 
! i F ° . 

ut better threads! These are important to pipe instantly, one screw to tighten, 

0 you now — and in the future. You get : : 

8 no bushings. High-speed steel chaser 


hem with this speedy modern threader | 
sli-contedacaily; ba-aliieiiien! dada aie: dies, rugged steel and malleable con- 
ect threads easily on any 1” to 2” pipe, struction. It’s a delay-killer—see it at 


ny thread variation—changes size in 10 your Supply House. 


HE RIDGE TOOL COMPANY : } 4 l ‘ea | = ? a ee ae 
Pipe Wrenches, Cutters, Threaders, Vises | Ce. 
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Pages with the Editors 


2 foc seems to be open season for some peo- 
ple to tell other people just what we are 
fighting for. Magazine editors, we are sorry 
to say, appear to be the most brash and bump- 
tious of the lot. Last month, for example, we 
noticed that the editor of Life magazine gave 
a sound lecture to the English in an open let- 
ter which purported to represent 134,000,000 
Americans. Life told the Englishman plenty ; 
and even hinted that unless the Englishman 
paid more attention to what Americans were 
fighting for we might pull out on him. 


THE New Yorker came right back and told 
Life plenty, accusing the latter’s editors of 
making mischievous and irresponsible sugges- 
tions. While all this was going on, the grand- 
father of all American periodicals, The Satur- 
day Evening Post, delivered itself of a solemn 
editorial on post-war aims which so impressed 
the Scripps-Howard chain editors that they 
reprinted it free of charge (in 14-point type 
with a few bouquets on the side) in all of their 
organs. 


AFTER observing these important doings by 
our esteemed conteniporaries, we are con- 
strained to approach: our editorial task in a 


FERGUS J. MCDIARMID 


Is public ownership financing sapping the 
war effort? 


(SEE PAGE 629) 
NOV. 5, 1942 


somewhat humble spirit. We cannot obviously 
profess to speak for the American people, nor 
even for the important utility industry reader- 
ship which we try to serve. We don’t know. 
very specifically what the post-war objectives 
of the United States are or should be. We do 
know that there seems to be a heck of a lot of 
conflict of opinion among the authorities, such 
as Life, The Nation, The Saturday Evening 
Post, ete. 


But we believe that it falls within our 
province to raise a few questions about the 
shape of things to come in a sort of where- 
do-we-go-from-here spirit. And since our 
contributors are generally better able to per- 
form such a function than ourselves, we 
merely promise at this time that you are going 
to see a lot more articles in the FortNicHTLy 
in the future which deal with utilities in a post- 
war world. That is, if there are any utilities 
and if there is any world left after the strange 
case of Mr. Schickelgruber has been solved. 


¥ 


“Ss example, we noted a speech the other 
day by J. B. Hill, president of the Louis- 
ville & Nashville Railroad Company, in which 
he observed that President Roosevelt had omit- 
ted “freedom of enterprise’ from the four 
freedoms held up as post-war goals. Mr. Hill 
thought this was a serious omission and that 
we ought to do something about it. He sug- 
gested that it was a task principally calling for 
a better selling job to the American public. 


WELL, that is one of the things we are going 
to look into, in developing articles for the 
critical months ahead. But what about the 
present problems—the scarcity of materials and 
man power, rationing, and financing? These 
certainly stand high on our agenda. You will 
be reading about them in these pages in the 
near future. 


THE opening article in this issue is a pretty 
good starter along these lines, we think. F'rr- 
Gus J. McDrarmip, utility security analyst of 
the Lincoln National Life Insurance Company 
of Fort Wayne, Indiana, needs no introduc- 
tion to most of our readers. What he has to 
say about the progress of public ownership 
under the influence of tax exemption during 
the war period should be an eye opener to any- 
body concerned with the continued welfare ot 
the public utility industry. 
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PERMANENCE 


Like the stars, unaffected by time, as they 
follow in their course with unerring precision, 
you can depend upon the lasting and reliable 
performance of Mercoid hermetically sealed 
mercury type switches. © Mercoid Switches 
are immune to dust, dirt or corrosion. The con- 
tacting surfaces remain ever new after years 
of service. © You get this extra value in every 
Mercoid Control without any additional cost. 


aitn 
he OUgN priorities are now necessary, an adequate stock of Mercord Controls jor essential uses has 
fen provided for. We will be glad to advise with you on your present and future requirements. 


THE MERCOID CORPORATION, 4213 Belmont Avenue, Chicago, II/linois 





PAGES WITH THE EDITORS (Continued) 


Att this confusion about post-war objec- 
tives brings to mind the sad case of a certain 
Southern Senator who sat through the better 
part of a sizzling afternoon last August at a 
White House conference supposed to have 
something or other to do with post bellum 
planning. When he came out he was besieged 
by newspaper reporters who wanted to know 
(very briefly and in time for the late after- 
noon editions) just what we are supposed to 
be fighting: for. 


“DarneEp if I know what we are supposed 
to be fighting for,” the Senator said in a be- 
wildered fashion as he mopped his bald head. 
“Harry Hopkins is fighting for one thing and 
Barney Baruch is fighting for just the op- 
posite. As for me—well, right now I'd settle 
for a short beer.” 


" 


Lso in this issue (beginning page 650) we 
A have another article by a Washington 
congressional correspondent, ANDREW BARNES, 
on transportation under war emergency con- 
ditions. This same war emergency has done a 
lot of painful things to the Great American 
Straphanger and his more recently arrived 
colleague, the Ex-Automobile Operator. But 
there are silver linings here and there if we 
look hard enough for them. For example, 
there is the “share-a-ride taxicab”—a 100 per 
cent emergency product which recently blos- 
somed out in the nation’s capital. By this 
time it may well have put in its appearance 
elsewhere. This blossom reaches its full bloom 
along about the morning rush hour at the 
Union Station. 


THE first man into a cab calls the destina- 
tion; and after that it’s every man for himself. 
He tries to get a cab which is going in the same 
general direction he wants to go. This isn’t as 
difficult as it sounds, since the city of Wash- 
ington has strangely developed into the shape 
of a rather fat ham which makes most of the 
traffic channel through the Northwest area. 


May we refer once more to our esteemed 
contemporary, The New Yorker, which made 
the following brief report on the subject of 
the Washington share-a-ride taxicab: 


. Our scouts report that there seems to 
ae one unexplained blonde in every cab, 
bringing to the whole sober transportation 
problem the chanciness and breeziness of the 
midway. (Last man to leave the cab gets 
the doll.) It is an odd kink in the tire situa- 
tion. Civilization continues to be at best an 
elusive thing: in an attempt to save it’ we 
willingly share our cab seat with strangers, 
only to find that among the *m is an advocate 
of playfulness and chaos.” 


¥ 


HE article entitled “Employee Shifts 
during War,” beginning on page 641, is the 
product of that veteran business editor and 


NOV. 5, 1942 


JAMES H. COLLINS 


War has put every essential business on a 
round-the-clock basis. 


(SEE Pace 641) 


writer, JAMES H. CoLLins, who now resides in 
Hollywood, California. 


¥ 


MONG the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


ACCOUNTING requirements were prescribed 
by the Federal Power Commission in an order 
determining the actual legitimate original cost 
of a federally licensed power project and re- 
quiring the transfer of disallowed amounts to 
earned surplus. (See page 129.) 


Gas companies were recently upheld in re- 
stricting the furnishing of space or building 
heating service to new customers during the 
war emergency because of their inability to 
secure necessary material for extension of 
mains or placing of services and_ stringent 
regulations on delivery of oil used in the manu- 
facture of gas. (See page 133.) 


SIMPLIFICATION of a holding company sys- 
tem was recently approved by the Securities 
and Exchange Commission, which, in passing 
upon the plan, discussed capitalization and re- 
capitalization involved in the plan, the re- 
financing of the surviving corporation, and 
ratios of securities to total capitalization and 
to properties and investment on various bases 
in connection with the plan. (See page 156.) 


THE next number of this magazine will be 
out November 19th. 


ee 
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UNTIL THERE’S VICTORY 
OVER THE AXIS, UTILITIES 
HAVE A DOUBLE CON- 
TRIBUTION TO MAKE... 


Y When Hitler, Hirohito & Co. have been 
put out of business, there will be more famous 
Remington Typewriters for Public Utilities in 
America. Right now Remingtons are needed 
elsewhere as a part of the United Nations 
striking force where men march, where tanks 
roll, where planes fly and where ships sail. 

Until there’s Victory over the Axis, Ameri- 
ca’s utility companies have a dou Sle contribu- 
tion to make: (1) Typewriter Conservation 
and (2) Turning in Post-1935 typewriters 
that can be spared. Remington Rand is doing 
its part to help you in both of these efforts. 

The now famous Remington Typewriter 
Conservation Plan is the best way to get the 
best advice on how to make your present 
machines last the duration. It is a_ timely 
program of non-commercial nature includ- 
ing lecturing of typists, demonstration and 
recommendations on typing procedure. Rem- 
ington Rand has been designated by the 
United States Government as an official pur- 
chasing agent for the 600,00C typewriters 
now needed by the Armed Forces. If you 
have typewriters of post-1935 manufacture, 
get in touch with your local Remington Rand 
office at once. Help bring ’em in for Uncle 
Sam! 

Call our local branch and arrange for a 
Conservation Program, too. Your present 
useful typewriters have an extra job to do. 
Let the advice of the World’s Largest Manu- 
facturer of Typewriters be your guide to 
make ’em last for Victory. 


TYPEWRITER DIVISION 


REMINGTON RAND, Buffalo. N. Y. REMINGTON MODEL SEVENTEEN 
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Vulcan provides clean heat transfer surfaces to 


the Combustion four-drum, bent-tube, 400,000 
Ib. per hr., pulverized coal-fired boiler which serves VULCAN S 0 0 T B L 0 W E R S 
this new 40,000 kilowatt, 900 /b. per sq. in. 

Southern plant. 


Chickasaw becomes another in the long list 
of plants depending on VULCAN Soot Blow- 
ers to assure highest heat transfer, real steam 
economy and freedom from frequent 
servicing. 


The advanced design, HyVuloy and Vulite 
intimate contact bearings, HyVuloy elements 
and VULCAN'S Model LG-! are guarantees of 
efficient, trouble-free operation in ANY plant. 


Remember that whatever the characteris- 
tics of your boiler and setting, fuel, or load, 
Vulcan engineers will be glad to sclve any soot 
blower installation and operating problem 
involved. 


VULCAN SOOT BLOWER CORP., DUBOIS, PA. 
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Rosert R. NATHAN 
Chairman, Planning Committee, 
War Production Board. 


EpIToRIAL STATEMENT 
The Raleigh (N. C.) Times. 


Tom CoNNALLY 
U. S. Senator from Texas. 


Guy A. RICHARDSON 
Director, ODT Division of Local 
Transport. 


RAYMOND MOoLey 


Writing 1 The Wall Street 
Journal. 


CLAUDE R. WICKARD 
Secretary of Agriculture. 


FRANKLIN DELANO ROOSEVELT 


FRANK KNOox 
Secretary of the Navy. 


JoserH B. EAstMAN 
Director, Office of Defense Trans- 
portation. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“We have learned that appropriations and dollars will 
not win the war.” 


ee 
“Add to things we can do without, even after the war 
—the singing telegram.” 
ag 


“T believe that we should have the Constitution repub- 
lished as a public document so that it would be read.” 


“The transition from ‘conversation’ to ‘conservation’ 
must be completed, and the time is desperately short.” 


e 
“At best the formula tying wage increases to a stand- 
ard of living based on a certain date cannot, of itself, 
prevent inflation, whether it be announced in an admin- 
istration decision or embodied into law.” 
¥ 
“We must head off inflation. Second only to war pro- 
duction, that is our most important job here at home.... 
Runaway inflation would put sand in the gears of our 
whole war production program. It would lead to price 
collapse after the war.” 
ee 
“Tf the vicious spiral of inflation ever gets under way, 
the whole economic system will stagger. Prices and wages 
will go up so rapidly that the entire production program 
will be endangered. The cost of the war, paid by tax- 
payers, will jump beyond all present calculations.” 


¥ 


“The man who sees dark conspiracies in every act of 
the government, who whispers or shouts that Washing- 
ton is either overrun with businessmen working for their 
own interests or is a hotbed of radicalism plotting to over- 
throw our institutions, is as dangerous to our victory 
as a Nazi panzer division.” 

* 


‘ 


. We are not trying to save gasoline or even rubber 
just for the sake of saving these commodities. They are 
only means to an end. The thing we must conserve and 
preserve is the transportation which is essential to the 
war effort and to the maintenance of the civilian economy 
and morale without which an all-out war effort cannot 
be sustained.” 
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PROLONG THE LIFE 
OF YOUR 
BURROUGHS MACHINES 
WITH BURROUGHS 
MECHANICAL SERVICE 


Today it is vitally important that all users of 
figuring and accounting equipment make their 
machines last as long as possible. 


The accessibility of experienced Burroughs 
service men. ... the quality of their work ... 
their eagerness to do a good job . . . all are 
major factors in helping Burroughs users to 
keep their machines in uninterrupted opera- 
tion—get more and better work out of them— 
and greatly prolong their life. 


For complete information, telephone your local 
Burroughs office, or write direct to— 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 





In addition to mechanical service, Burroughs also offers the advice 
and counsel of its Systems and Installation staff, which is often 
able to suggest operating short-cuts that save time, as well as to 
show how related records and vital statistics may be obtained as 
a by-product. 
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14 REMARKABLE REMARKS—( Continued) 


Davis M. DEBArpD 
Vice president, Stone & Webster 
Service Corporation. 


EpitortaL STATEMENT 
The Wall Street Journal. 


J. Howarp Pew 
President, Sun Oil Company. 


Louts’ GUENTHER 
Publisher, Financial World. 


James F. Burns, Jr. 
Former president, Association of 
Stock Exchange Firms. 


DANIEL J. ToBin 
President, International Brother- 
hood of Teamsters. 


HeErBerT LEHMAN 
Governor of New York, 


Eric A. JOHNSTON 
President, Chamber of Commerce 
of the United States. 


“Cessation of utility advertising for the duration of 
the war would be a deliberate sabotag@of the investment 
built up during normal times.” 


& ¥ 
“Talk of the government paying vendors to sell at 
fixed prices shows how weak is the foundation on which 


we have expected to build price regulation.” 


e 

“If complete government~control is vital to the suc- 
cessful production of goods for defense, it would seem 
just as logical that such a system should also be applied 
in times of peace.” 

ye 

“Of. our entire population it is conservatively esti- 
mated there are at least fifteen million who are directly 
interested in our corporate ownership, and being vitally 
interested in its welfare will demand from management 
and from our government equitable treatment. It is this 
influence which will have to be reckoned with in the 
future.” 

“Today we are operating with a volume of securities 
transactions which is the smallest on record in the last 
twenty-five years, yet our business and our free security 
exchanges are a vital part in the American system of 
free enterprise, for they are the media through which 
any individual can acquire ownership—or, as I prefer to 
put it, partnership—in our vast industries.” 


ta 

“Groups of individuals going on strike in England, in 
violation of the existing rules governing strikes, are al- 
most considered as enemies of their country. The same 
is true of employers. Any employer who refuses to abide 
by the final decisions of the bureaus of adjustment set 
up under the auspices of the Ministry of Labor can be 
prosecuted and sentenced to prison if necessary.” 


¥ 


“At the end of this war, better than half of our in- 
dustrial output will be going to one customer—our own 
government. There must be a gradual and constructive 
unwinding of war production. Business must be encour- 
aged by government rapidly to regain its peace-time mar- 
kets under private initiative. If we can do these things, 
private enterprise will, I believe, enter upon an era of 
unparalleled prosperity.” 


¥ 


“We saw regulations and orders issued from Wash- 
ington, directed in almost every instance to some form 
of control over the operations of business and industry. 
Never once have we complained that the rights of busi- 
ness were being usurped. Rather have we assisted the 
government, wherever and whenever possible, in the or- 
derly administration of its war-time rules and regula- 
tions. This we will continue to do.” 





fl E HI-PRESSURE CONTACT 
WWLchhiig CGUspyment 


VING THE ARTERIES OF INDUSTRY 





Now, when War Production 
makes prior claim to the manu- 
facturer’s output, is the time to 
seek quality and service as never 
before. 

It’s good business—Patriotic 
business—to demand the maxi- 
mum service from available raw 
materials. 

With your sympathetic co- 
operation in plans and specifi- 
cations, R&IE can help more by 
thereby eliminating many of the 
occasional production delays. 


As you seek quality and ze 
Service, remember that 


R&IE has been a 
SPECIALIST 


for 31 years—in problems 
on Indoor and Outdoor 
SWITCHING EQUIP- 
MENT. 





ILWAY and INDUSTRIAL ENGINEERING COMPANY 


GREENSBURG, PA... . In Canada—Eastern Power Devices Ltd., Toronto 


Cooperating 100% with the War Effort 
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Without a shutdown... 


Here’s another installation that merits 
a prominent place in the parade of C-E 
steam generating units which are doing 
an outstanding job in supplying steam 
for war production. 

For this unit recently completed a 
period of continuous operation during 
which it was on the line 24 hours every 
day; 7 days in every week for a total of 
8 months and 1 day. 

The power station which it serves is 
one that’s supplying victory kilowatts 
to an important war area, where men 
and machines are producing scores of 
war products .. . cargo planes and car- 
tridges . .. tanks and torpedo tubes... 
Navy cranes and soldier’s shoes .. . to 
mention just a few. 

Not only is this station supplying the 
power for such production, but it is do- 
ing so with extraordinary conservation 
of fuel. For, since 1935, it has held the 
record for efficiency with a lower annual 
Btu rate than any other steam power 


station in the world. 


The operators of this station have 
reason to be proud of its distinguished 
performance recordas Combustion Engi- 
neering is proud of the fact that the 
huge boiler unit, which serves as the 
sole source of:steam supply in the sta- 
tion, is of C-E design and manufacture, 
and that the installation of a duplicate 
unit is now nearing completion. 

It is appropriate in recognizing this 
outstanding performance record to 
emphasize the remarkable achievement 
of our American public utilities gen- 
erally in creating a power system which 
has been able to meet the enormously 
increased demands imposed by the war 
with relatively little addition to existing 
facilities and correspondingly small re- 
quirements for critical materials. It is 
largely because of the forward-looking 
policies and advanced engineering prac- 
tices long characteristic of our utilities 
that America has the power resources 
required for its role as the arsenal of 


democracy. 


COMBUSTION ENGINEERING 


COMPANY, INC. « 


200 MADISON AVENUE . 


NEW YORK, N. Y. 
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INTERSTATE POWER PURCHASES 
ADDITIONAL RILEY EQUIPMENT 
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INTERSTATE POWER CO. 
CLINTON, IOWA 


45000 /bs. steam per hour, 450 lbs. pressure, 825° F steam temperature 


RILEY BOILER, SUPERHEATER, AIR HEATER, WATER COOLED FURNACE, 
STEEL CLAD INSULATED SETTING. FIRED BY RILEY PULVERIZER & BURNERS. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST. LOUIS CINCINNATI! HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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THE PROMISE OF BETTER TRUCKS TO COME 


We're making Half-Tracks and other 
special-purpose vehicles for war— for 
the Army, the Navy, and the Air Corps. 
They’re arsenals in high gear. They’ll 
doa job and don’t you thinkthey won't. 

They’ve done a job already. They’ve 
taught us how to build better ¢rucks. 
We might have known they would. 
Ever see a war that didn’t stimulate 
inventiveness and inspire ideas? 

So see what you have to look for- 


ward to! Better Autocars— stronger, 
longer-lived, more precise, more eco- 
nomical, more profitable. But that’s 
tomorrow. Today, remember your 
pledge to the U. S. Truck Conserva- 
tion Corps. Your trucks are your own, 
but their life belongs to the Nation. 


AUTOCAR 


MANUFACTURED IN ARDMORE, PA.—SERVICED BY 
FACTORY BRANCHES FROM COAST TO COAST 
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The way Elliott builds the 
many operating factors 

analyzed and the condenser ¢ 
signed to the conditions, s 
as load factor, water tempe 
ture, pumping heads, value 
vacuum, water quality « 
quantity, initial cost, operati 
expense. Elliott experience 
sures that these various con 


tions will be ably met. 


An outstanding record of s 
cessful condenser applicatia 
makes the Elliott staff of en 
neers particularly capable 
helping you with your proble 
No obligation. Write us. 





LLIOTT company 2". 























Attilities Almanack 








Due to war-time travel restrictions, conventions listed are subject to cancellation. 


@ NoOvEMBER 7 





q Saree Water Works Association, Virginia Section, starts meeting, Richmond, Va., 








¥ National Chemical Exposition and National Industrial Chemical Conference will be held, 
Chicago, Ill., Nov. 24-29, 1942. 








4 Tax Institute will hold session, New York, N. Y., Nov. 27, 28, 1942. 








{ National Industrial Council will convene, New York, N. Y., Nov. 30—Dec. 1, 1942. @ 








q American Petroleum Institute opens meeting, Chicago, IIll., 1942. 








§ National Association of Railroad and Utilities Commissioners opens meeting, St. Louis, 
Mo., 





q National Exposition of Power and Mechanical Engineering will open meeting, New 
York, N. Y., Nov. 30—Dec. 4, 1942. 





q Alabama Independent Telephone Association starts convention, Montgomery, Ala., 1942. 





9 Mid-Southeastern Gas Association opens meeting, Raleigh, N. C., 1942. 





q National Association of Manufacturers will convene, New York, N. Y., Nov. 30—Dec. 4, 
1942, 








q National Institute of Municipal Law will hold meeting, New York, N. Y., Dec. fe) 
2-4, 1942. 





Missouri Telephone Association begins meeting, Kansas C ity, Mo., 1942. 
q American Institute of Chemical Engineers starts session, Cincinnati, Ohio, 1942. 








q American Society of Civil Engineers will hold meeting, New York, N. Y., Jan. 20-22, 
1943. 











4 American Institute of Electrical Engineers will hold winter convention, New York, N. Y., 
Jan. 25-29, 1943. 
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Holding Company Dissolution, 


Public Ownership, and War 


Private utilities, declares the author, should not be 

forced into a state of public ownership by the simple 

process of setting up financial hurdles under the 

Holding Company Act which enormously handicap 

them, but which publicly owned utilities escape al- 
most entirely—effect on the war effort. 


By FERGUS J. McDIARMID 


ILL extremely heavy taxation 

coupled with continued pres- 

sure for the dissolution of 
holding companies force the sale of 
many private utility properties to pub- 
lic authorities ? Will this take place re- 
gardless of the wishes of the consum- 
ers and of utility employees and re- 
gardless of the urgency of concentrat- 
ing every ounce of our national energy 
and efficiency into the war effort? 
These are questions which the recent 


sale of the electric and gas properties 
of San Antonio Public Service to the 
city pushes to the fore. 

The principal factors involved are 
pretty well understood. On the one 
hand we have the powers that be in 
Washington—or Philadelphia—con- 
tinuing to insist that the holding com- 
panies be dissolved, and that right 
speedily. This in turn, if it is carried 
out, means one of several things. The 
stock of the operating utilities in the 
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hands of the holding companies may 
be sold to the public for whatever it 
will bring. The owners of holding com- 
pany securities may be asked to ex- 
change these for the junior securities. 
of operating companies. Or the oper- 
ating properties may be sold outright 
to other private utilities or to public 
authorities. 

Consider the first of these possibili- 
ties, At the present time in America in- 
vestors are inclined to take a very 
pessimistic view of the junior securi- 
ties of public utility companies. This 
view which used to be confined to hold- 
ing company securities, and later ex- 
tended to the common stocks of op- 
erating companies, has recently spread 
to operating company preferred stocks. 

The reasons for this state of affairs 
are common knowledge. Investors fear 
that utility earnings will continue to be 
ground between the upper millstone of 
more or less rigidly fixed selling prices 
for utility services and the lower one 
of rising operating expenses and taxes. 
These operating costs are subject to 
all the upward pressures of the price 
and wage system in war time and at 
the present time one cannot be entirely 
happy about the measures taken to keep 
these pressures under control. The 
price of groceries keeps edging upward, 
and a good beefsteak becomes increas- 
ingly an object of veneration. And we 
continue to note the parade of wage in- 
creases designed to keep pace with the 
cost of living—as if the nation as a 
whole could possibly maintain its pre- 
war standard of living and successfully 
fight the war at the same time! 

However, when the utilities suggest 
rate increases to offset rising costs the 
Office of Price Administration tends 
to object on the ground that this would 
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be inflationary. Of course it would be 
inflationary, but so is the hiking of 
wages and farm prices. It would seem 
that whether or not an inflationary 
process can be tolerated depends on 
who is its apparent beneficiary, 


A even more critical threat to util- 
ity net earnings is projected in- 
come and excess profits tax scales, In 
the leading article in the Fortnicutty 
of August 27th, W. D. Gay made 
an effective survey of this matter. Mr, 
Gay’s figures indicate that a tax scale 
as proposed by the House of Repre. 
sentatives (45 per cent normal, 90 per 
cent excess profits) would produce a 
1942 Federal tax bill for the electric 
utilities 46 per cent higher than in 194], 
This would serve to reduce net income 
available for the stocks by more than 
one quarter. Earnings for electric util- 
ity stocks in 1942 would be almost a 
third lower than in 1940 in spite of a 
13 per cent increase in gross revenue 
in the interim. 

One insidious feature of this tax 
threat to earnings is that it is hardly 
to be offset by rate increases, even if 
these were to be granted. Any increase 
in earnings before taxes which might 
be achieved would likely fall pretty 
largely in the excess profits brackets 
and only a small fraction of it would 
filter down to the stockholders. For 
example, on the assumption of a 45 per 
cent normal tax and a 90 per cent ex- 
cess profits tax, less than 7 per cent of 
earnings subject to excess profits tax 
would become available for dividends. 
Rates to consumers would have to be 
increased by $18.18 to provide one 
more dollar for the stockholders, as- 
suming the increase in earnings to be 
fully subject to excess profits taxation. 
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HOLDING COMPANY DISSOLUTION, PUBLIC OWNERSHIP, WAR 


Such is the picture which investors 
see before them when they decide not 
to buy utility equities. They can well 
imagine that if this is a long war, as 
it promises to be, and prices and taxes 
increase, the outlook will get worse be- 
fore it gets better. Also the fear is very 
much alive that at least a substantial 
part of the increase in taxation brought 
on by the war will survive the fighting. 
If after the war we find ourselves with 
permanently higher price and wage 
levels, toward which the huge probab!e 
increase in our national debt would 
seem to point, investors fear that com- 
pensating increases in utility rates 
might be difficult to obtain. As long as 
this view continues to be widely held 
there will be little prospect of disband- 
ing holding companies by selling the 
operating equities to the public, except 
at prices which appear ruinous to the 
interests of the holding company se- 
curity holders. 


Pymeecen the second possibility, the 
exchange of holding company se- 
curities for operating company equi- 
ties. This is usually a complicated pro- 
cedure involving positive and volun- 
tary action on the part of a large group 
of individual security holders. Right 
now the owners of most utility holding 
company securities are a pretty badly 
shell-shocked lot with a strong inclina- 
tion to sit tight. In such case, the op- 


erating stocks which are not taken in 
exchange must be sold in the market 
in order to pay off the recalcitrants, 
and we again run headlong into the 
fact that there is no satisfactory mar- 
ket for such stocks at present. That is 
about what happened when National 
Power & Light tried to exchange the 
common stock of Houston Lighting 
for its own preferred. The deal bogged 
down because there was little hope of 
selling on any reasonable basis that 
part of the Houston stock which was 
not taken in exchange for the National 
Power & Light preferred. 

This leaves only the third alterna- 
tive, the disposal of operating proper- 
ties to other private utilities or to pub- 
lic authorities. The recent sale of the 
San Antonio properties and the facts 
surrounding the financing of that deal 
stress the advantages which public au- 
thorities enjoy at this time in acquir- 
ing public utility properties. In an in- 
teresting article in the FoRTNIGHTLY 
of September 10th, Ernest Abrams set 
forth many of the facts surrounding 
this deal. However, I would like to re- 
view certain of the points involved as 
seen through the eyes of a bond buyer. 


ieee me is a circular of a bond 
house which was written to help 
sell the new San Antonio electric and 
gas revenue bond issue. Some of the 
points which it seeks to make may be 


e 


costs the Office of Price Administration tends to object on 


q “... when the utilities suggest rate increases to offset rising 


the ground that this would be inflationary. Of course it 
would be inflationary, but so ts the hiking of wages and farm 
prices. It would seem that whether or not an inflationary 
process can be tolerated depends on who is its apparent 


beneficiary.” 
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of interest. This circular goes so far 
as to suggest that the new municipal 
revenue bonds are better than the old 
first mortgage bonds of the private 
company in spite of the fact that the 
new bonded debt is to be about double 
the old. It contends that investments in 
privately owned utilities are threatened 
by taxes, forced sale to the public at a 
low price, and inadequate rates. With 
these threats removed, it claims that 
there is reasonable assurance that the 
earnings coverage on a bonded debt, 
equal to 100 per cent of the property 
value under public ownership, will be 
greater than that on 50 per cent of 
bonds under private ownership with 
these threats existing. It then seeks to 
prove this contention in the case of 
San Antonio by the simple expedient 
of eliminating the depreciation charge 
and relegating taxes to a position after 
debt service in arriving at debt service 
coverage for the new bonds. 


There were, of course, a few things 
that the circular did not bring to light. 
It did not mention the fact that the new 
amount of bonds would be equal to 133 
per cent of the value at which the prop- 
erty being acquired was carried on the 
books of the private company, less the 
depreciation reserve which had been 
accrued against that property. The 
prospectus prepared in connection with 
the new bonds sought to justify their 
amount by means of an appraisal al- 
legedly based on reproduction cost new 
less depreciation. Such appraisals re- 
mind us of experiments we used to 
conduct in the physics laboratory when, 
learning the answer in advance, and 
working judiciously toward it, we were 
able to achieve results which for scien- 
tific accuracy left nothing to be desired. 
The appraisal in this instance yielded a 
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result far higher than the private com. 
pany’s depreciated book value on which 
its capitalization had been based. 


gaa private utilities are now force 
to justify their amount of oy. 
standing securities largely on the basis 
of original cost less depreciation, it 
stands to reason that they can hardly 
afford to compete with municipalitie 
regarding the price which they can af. 
ford to pay for properties. 

To cite a specific instance recently in 
the news, the city of Birmingham, Ak. 
bama, could doubtless issue bonds to 
buy the electric property of Birming. 
ham Electric for an amount consider. 
ably higher than that at which Alabama 
Power could place that property on its 
books. Certainly the city could issue a 
great deal larger amount of bonds to 
purchase the property than could Ak- 
bama Power, and the latter’s ability to 
finance part of a purchase price through 
the sale of stock of any kind would be J 
very questionable at this time. 

Also, our circular’s handling of the 
depreciation item was, I think, a little 
less than frank. It advanced the con- 
tention often put forward in such in- 
stances, that since the municipal sys- 
tem would be retiring its bonds serial- 
ly, it was not necessary to allow for 
depreciation. It did not go on to say 
that if funds to make necessary prop- 
erty additions or retire debt do not 
come from a depreciation charge they 
will have to come from some other 
source, such as surplus earnings or the 
incurrence of additional debt. If earn- 
ings before depreciation be considered 
in arriving at coverage for debt serv- 
ice, then bond maturities should be 
added to interest in arriving at debt 
charges. 
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Large-scale Financial Operations 


“.. there are strong reasons for calling a halt to large-scale financial 

operations which are not necessary for the prosecution of the war. For 

one thing we do not seem to be doing a very good job of war finance. 

This year we apparently only plan to raise through taxes between 30 

and 40 per cent of the spending requirements of our national govern- 

ment, which compares poorly with an expected 55 per cent of expendi- 
tures from taxes in Canada.” 





Undoubtedly at this time the bonds 
of publicly owned utilities, even when 
these are revenue bonds supported by 
earnings only, and do not contain any 
general municipal guaranty, tend to 
sell on a much more favorable basis 
than those of corresponding private 
utilities. In the case of San Antonio 
the city sold over twice as many reve- 
nue bonds at an average interest rate 
to investors of about 24 per cent, as 
the private company had sold first 
mortgage bonds a couple of years ago 
on a 3.11 per cent basis. Even the 
longest of the city bonds, due in thirty 
years, the same maturity as those of the 
private company, sold to yield only 2.9 
per cent. 


N° doubt such municipal bonds en- 

joy some notable advantages as 
compared with those of private utili- 
ties. At the present time, at least, the 
return on them is not subject to income 
tax, and this makes them overwhelm- 
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ingly attractive to individuals in the 
higher income tax brackets, and pro- 
vides for them a market which is large- 
ly closed to the low coupon bonds of 
private utilities. Then the provision for 
serial repayment in connection with 
nearly all municipal bond issues pro- 
vides an element of protection against 
obsolescence or declining earning 
power of the industry which is quite 
highly valued by many investors. This 
provision is sadly lacking in most long- 
term private utility bond issues. The 
serial repayment of municipal utility 
bonds also enables a considerable part 
of such issues to be sold on the favor- 
able basis accorded short- and medium- 
term bonds in recent years. 

However, the chief advantage which 
publicly owned utilities have over pri- 
vate utilities in raising funds is not con- 
fined to the field of bond financing. It 
lies in the fact that the private utilities 
must meet a considerable part of their 
capital requirements (the present SEC 
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idea seems to be 50 per cent) from the 
sale of equity securities, or out of 
ploughed-back surplus earnings. And, 
as we have previously pointed out, 
since this part of the capital structure 
has a claim on earnings junior to in- 
come and excess profits taxes, such 
equity money can now only be raised, 
if at all, on a very unfavorable basis 
which would seriously dilute the hold- 
ings of existing investors. The public- 
ly owned system, on the other hand, 
can raise all its capital requirements 
through the sale of bonds, even up to 
100 per cent or more of an inflated 
property valuation, and not only the 
interest on these bonds but principal 
repayment as well are charges on earn- 
ings before all taxes. Earnings of as 
little as 5 per cent of the amount of 
such bonds will usually be sufficient to 
pay interest and retire all the principal 
as well over a period of about thirty 
years. 


A” as the writer pointed out in a 
previous ForTNIGHTLY article, at 
this stage in the history of finance capi- 
talism the market for bonds is infinite- 
ly broader, more active, and more 
favorable to the would-be raiser of 
capital than the market for stocks. This 
is, at least in part, due to the circum- 
stance that so much of our investment 
is now due through the medium of fi- 
nancial institutions which are largely 
restricted by law or other weighty con- 
sideration to bond investments. Such 
is indicated by the fact that utilities 
have readily sold to institutions, chiefly 
life insurance companies, large blocks 
of bonds on a very favorable basis 
while their equity securities have gone 
begging. Of course, the type of organ- 
ization which can finance entirely with 


bonds is at a great advantage under 
such conditions. 

This brings us to the heart of oyr 
subject ; namely, whether the set of f.- 
nancial pressures described on the pre. 
ceding pages should be permitted to 
decide the issue between public and 
private ownership of utilities in many 
localities. In these times the overriding 
criterion which we must apply to mat- 
ters of this sort is their effect on our 
war effort, including the financial 
phases of that effort. 

In the opinion of the writer there 
are strong reasons for calling a halt to 
large-scale financial operations which 
are not necessary for the prosecution 
of the war. For one thing we do not 
seem to be doing a very good job of 
war finance. This year we apparently 
only plan to raise through taxes be- 
tween 30 and 40 per cent of the spend- 
ing requirements of our national gov- 
ernment, which compares poorly with 
an expected 55 per cent of expenditures 
from taxes in Canada. On top of this, 
not nearly enough war bonds are be- 
ing sold to begin to fill the gap between 
expenditures and taxes in spite of the 
lavish efforts of movie stars and other 
high-pressure devices. We are general- 
ly failing to meet our monthly quotas 
for the purchase of bonds, quotas 
which are ridiculously small in propor- 
tion to the requirements of our gov- 
ernment. Certainly if matters continue 
their present course, the gap which will 
have to be bridged in this fiscal year by 
the expansion of bank credit, which is 
only a polite term for inflation, will be 
very large, possibly running between 
$20-$30,000,000,000. In the light of 
these dangerous facts, any influence 
which tends to cut into the sale of war 
bonds is hardly to be tolerated. 
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Piper from this point of view 
the effect of a large bond issue to 
finance the purchase of a utility prop- 
erty by a municipality. There are two 
main groups of purchasers for such 
an issue: large financial institutions, 
chiefly life insurance companies, and 
wealthy individuals and their estates 
who find the tax exemption feature at- 
tractive. To the extent that these groups 
buy such bonds they cannot invest in 
war bonds. As for the first group of 
buyers, the time is rapidly approaching 
when, for reasons of public relations 
and policyholder pressure, they will 
probably feel impelled to invest nearly 
all of their available funds in war 
bonds or in other securities whose issu- 
ance is necessary to further the war ef- 
fort. As for the second group, this 
hardly seems the proper time to build 
more bomb-proof shelters for large 
fortunes by expanding the volume of 
tax-exempt securities outstanding. 

Of course, it will be argued that the 
funds released through the redemption 
of the securities of the private compa- 
nies being purchased can be invested 
in war bonds. Some of this will doubt- 
less take place but there is no guaranty 
that all of it will be so invested. Inevi- 
tably, some of the funds set free will 
add to inflationary spending. 


e 


Now let us consider the matter from 
a purely physical point of view. The 
distribution of a large block of mu- 
nicipal utility bonds, or for that matter 
any other type of refunding bonds, re- 
quires the expenditure of a great deal 
of energy and effort which might in 
these times better be directed into some 
other channel. For instance, in promot- 
ing the sale of war bonds. Prospectuses 
and circulars are drawn up and printed 
in large quantities and help to load 
down the mails. Incidentally, a very 
large proportion of these pass at the 
end of their journeys immediately to 
wastebaskets. And there is bound to 
be considerable traveling around in the 
course of arranging the deal and sell- 
ing the bonds. All of this seems like 
luxury to be dispensed with in a nation 


engaged in all-out war. 


| Pozen also the matter of tele- 
phone calls. All of us have been 
reading large advertisements in news- 
papers and other publications request- 
ing us to use the long-distance tele- 
phone facilities as sparingly as possi- 
ble, especially during the busy hours of 
mid-morning and afternoon, and es- 
pecially into and out of such centers as 
New York, Chicago, and Washington. 
We are told that our restraint in such 


are quite ready to admit that in its brief history the Securities 


q “THE great majority of investors and not a few utility men 


and Exchange Commission has done a very fine job in pro- 
tecting the interests of investors and improving the financial 
health of the utilities. Top-heavy capital structures have 
been brought into better balance and greatly simplificd. De- 
preciation policies have been strengthened and certain hold- 
ing company practices, which have done much to undermine 
investor confidence in the industry in the past, have been 


curbed.” 
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matters will help the war effort. Pre- 
sumably those large-scale ads are not 
inserted to help the publishers. And, 
the other night in the “Telephone 
Hour” on the radio a similar plea was 
made. These are its exact words as I 
took them down: “Your part of the job 
is to leave the wires open for war calls. 
Please do not call long distance unless 
you must. If you must, be brief.” 

Now anyone familiar with the proc- 
ess of bond distribution in this coun- 
try knows that it involves extensive use 
of the long-distance telephone facili- 
ties. In the case of the San Antonio 
deal, for example, even a moderately 
large potential buyer of the bonds was 
bombarded with long-distance calls ex- 
tending over a period of several days, 
at first to feel out the market and later 
to sell the bonds. These calls took place 
mainly during the busy hours and the 
great majority of them originated in 
the center of New York and Chicago. 

Far too many of them failed to be 
brief, and included inquiries as to local 
weather conditions and the state of the 
recipient’s health. If the strain on tele- 
phone facilities is as bad as the tele- 
phone people claim, then the extensive 
use of these facilities for such purposes 
as the above seems to be doing the work 
of Hitler and Hirohito. 


Y= I think a very good case can 
be made at this time for putting the 
clamps on all sizable financial opera- 
tions which are not necessary for the 
war effort. In the last analysis this 
would require abandonment by the 
Securities and Exchange Commission, 
for the duration, of pressure for hold- 
ing company dissolution. For even if it 
were possible to distribute junior se- 
curities of utilities to the public this 
NOV. 5, 1942 


would still involve the above-described 
financial processes which appear ob. 
jectionable and superfluous in the midst 
of a total war. 

The great majority of investors and 
not a few utility men are quite ready 
to admit that in its brief history the 
Securities and Exchange Commission 
has done a very fine job in protecting 
the interests of investors and improy- 
ing the financial health of the utilities, 
Top-heavy capital structures have been 
brought into better balance and great. 
ly simplified. Depreciation policies have 
been strengthened and certain holding 
company practices, which have done 
much to undermine investor confidence 
in the industry in the past, have been 
curbed. Indenture provisions in bond 
issues have been much strengthened. 

Undoubtedly much still remains to 
be done. The funded debts of some op- 
erating companies still are on the high 
side. Some complicated and inflated 
holding company structures remain in 
existence causing an unfair distribu- 
tion of voting power. All of these mat- 
ters should be taken care of in due 
course. However, one must put first 
things first, and the first thing now is 
to win the war. It is extremely doubt- 
ful if further financial reform should 
be pressed at this time when this is like- 
ly to bring about new security issues. 
It does not matter a great deal whether 
the new securities are sold by private 
utilities in connection with the dissolu- 
tion of holding companies, or by pub- 
lic authorities to buy out private utility 
properties. Both seem objectionable 
for the reasons which I have enumet- 
ated above. 


A there is the matter of conserv- 
ing human energy in the ranks 
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Plant Expansion during War 


44 HE present outlook is that as long as the war lasts the new money 

requirements of the utilities will be quite limited. Lack of ma- 
terials rather than capital will bar plant expansion. New property addt1- 
tions will be held to a minimum by the pressures of a war economy, in- 
cluding the scarcity of copper and the turbine requirements of naval ves- 
sels. A large part of these war-time additions will be financed out of 
depreciation funds so that the sale of securities to the public should be of 

fairly small proportions.” 





of utility personnel. In these crucial 
times the capacity for work and 
thought on the part of utility execu- 
tives must be pretty fully occupied with 
problems of an operational nature, of 
squeezing the last possible kilowatt 
hour of energy out of existing equip- 
ment. They must make their existing 
generating equipment meet the de- 
mands of war industry so that most 
new turbines can go to the Navy, and 
they must do this with depleted staffs. 
Obviously their attention should not 
be misdirected from problems of this 
sort to matters of a purely financial 
nature. 

The argument has been advanced 
by some members of the Securities 
and Exchange Commission that fur- 
ther reform of utility capital struc- 
tures at this time can be justified as a 
war measure. Their reasoning seems 
to be that only through such a process 
can the way be prepared for the financ- 
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ing of capital requirements necessary 
for the war effort. This approach 
seems to lose sight of the very second- 
ary role which orthodox financial con- 
siderations have so far played in de- 
termining the course of this war. We 
recall that Stanley Baldwin and Mr. 
Chamberlain were great men to bal- 
ance budgets at a time when Mr. Hit- 
ler was going heavily in the red to build 
up his war machine. We recall the glib 
assertions that the Nazis could not 
“afford” to fight a war, as if the only 
coin that ever won a war was not well- 
directed human energy. It requires 
about 10 kilowatt hours of electrical 
energy to refine one pound of alumi- 
num and it matters not at all whether 
the utility that produced it is capital- 
ized entirely with common stock or is 
up to its ears in debt. 


HE present outlook is that as long 
as the war lasts the new money 
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requirements of the utilities will be 
quite limited. Lack of materials rather 
than capital will bar plant expansion. 
New property additions will be held to 
a minimum by the pressures of a war 
economy, including the scarcity of cop- 
per and the turbine requirements of 
naval vessels. A large part of these 
war-time additions will be financed 
out of depreciation funds so that the 
sale of securities to the public should 
be of fairly small proportions. 

Also we may rest assured that a util- 
ity’s ability to obtain new generating 
capacity or other types of plant while 
this war lasts will not be determined 
by the condition of its capital struc- 
ture. It will be decided by the needs of 
war industry in its territory and 
whether or not these needs are more 
pressing than other needs elsewhere. 
The process through which the new 
equipment is to be financed will be 
quite incidental to the main decision. 
If equity financing is out of the ques- 
tion, as it is likely to be, or if the credit 
of the utility will not permit the sale 
of more bonds on reasonable terms, or 
if such sale would throw its capital 
structure too badly out of balance, the 
matter might be handled through the 
formation of a separate generating 
corporation. This has already been 
done in the case of a number of utili- 
ties in recent years, including Public 
Service of Indiana, Virginia Public 
Service, and Ohio Public Service. 
Necessary public financing in such in- 
stances is done through serial or sink- 
ing-fund bonds and these have had a 
ready sale, usually to a small group of 
financial institutions. In this way a 
total overhauling of the utility’s capital 
structure can be avoided or at least 
postponed into more suitable times. 
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HERE is considerable reason to be. 

lieve that at the present time we 
are living in a period of revolution: 
revolution, that is, in the sense of a 
drastic and major change in the ideas 
and institutions which constitute the 
framework of human existence. Ac. 
cording to this school of thought we 
have reached a period analogous to 
that of the French Revolution when the 
wreckage of feudalism was being swept 
away to make way for the system of 
democratic free enterprise capitalism 
which succeeded it. The war is a strug- 
gle to determine whether the new world 
structure which is about to emerge will 
be set in a democratic or totalitarian 
mold. If such a premise is even remote- 
ly in line with the facts, it would be 
premature to try and predict the nature 
of the framework in which the utilities 
will operate in future, whether it will 
be largely one of private enterprise as 
we have known it, of outright public 
ownership, or of something between 
the two. 

One can only hope that this matter 
will be determined on the basis of 
sound fundamentals and not by super- 
ficial or secondary factors. To be more 
specific, private utilities should not be 
forced into a state of public ownership 
by the simple process of setting up a 
set of financial hurdles which enor- 
mously handicap them, but which pub- 
licly owned utilities escape almost en- 
tirely. I have described some of these 
hurdles in considerable detail in this 
article. They largely result from the 
comparative positions regarding taxes 
of the two classes of utilities. In the 
past with a relatively low tax structure 
the private utilities have been able to 
take these hurdles in stride, but with 
the kind of tax structure we are now 
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facing they are likely to prove vastly 
more difficult to surmount. And as if 
to exploit the situation against private 
ownership to the fullest, pressure con- 
tinues undiminished for the sale of 
operating companies by holding com- 
panies at a time when the only practical 
market for them lies in the field of 
public ownership. 


ye" then are the factors which 
should determine the course of 
utility ownership and control in fu- 
ture? First there is the matter of op- 
erating efficiency. The war to date has 
thrown a good deal of light on the effi- 
ciency or lack of it of governmental 
bureaucratic management as this has 
so far developed in democratic coun- 
tries. It has been pretty well established 
that with few exceptions government 
service has failed to develop the type 
of individual initiative required to get 
things done quickly and efficiently. The 
intellectual and moral climate there is 
not suitable for the development of 
drive and originality. Also one gathers 
the impression that it is exceedingly 
difficult to shelve an incompetent in 
government service. The best that can 
be done is to shift him to as good or a 
better job elsewhere, so that he will 
block traffic on a different street. Prac- 


e 


tically all of the managers and direc- 
tors of the economic phases of our war 
effort received their training and de- 
velopment in the field of private enter- 
prise. In this country, at the present 
stage of our history, a wholesale swing 
over to public ownership of utilities in 
the near future seems hardly to be in 
the interest of long-run operating effi- 
ciency. 

In pre-war days, the British civil 
service used to be held up to us as tops 
in quality and efficiency. Yet during 
the course of the war this civil service 
has been subject to a barrage of criti- 
cism on the score of red tape, and gen- 
eral inability to make necessary de- 
cisions and get things done, by such 
authoritative publications as the Lon- 
don Economist among others. At the 
present time the farthest that the ad- 
vocates of public ownership of utilities 
in Britain seem to care to go is to sug- 
gest some middle ground between pri- 
vate enterprise and outright public 
ownership. They suggest some form of 
organization which will provide a large 
measure of public control of general 
policies with the retention of the op- 
erating efficiency of private enterprise. 
The Grid and the London Passenger 
Transport Board are pointed to as sat- 
isfactory working examples of the idea. 


tomer whether a private or municipal electric system supplies 


q “AFTER all it makes very little difference to an individual cus- 


his home with electricity, or to which he pays a few dollars a 
month for the service, providing, of course, that rates and 
service are the same... . one cannot help but feel that the 
fellow who has worked for a period of years carving out a 
place for himself in the organization of a private utility must 
have vastly deeper feelings on the subject if his organization 
were threatened with public ownership.” 
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NOTHER factor to be considered is 
the desires and aspirations of the 
utility employees themselves, those who 
are devoting their working lives to the 
operation and management of our utili- 
ties. How do these people feel about 
the matter? Do the majority of them 
feel that they will lead happier and 
fuller lives working for organizations 
which are part of a private enterprise 
system, or would they prefer to work 
for utilities which are publicly owned? 
This is a phase of the matter which 
has received remarkably little consid- 
eration in the past, and there has al- 
ways seemed to the writer to be some- 
thing quite callous and undemocratic 
about the making of decisions deeply 
affecting the working lives of large 
groups of utility employees on the 
strength of a vote in a city council or 
even of a rather uninterested elec- 
torate. 

In the writer’s home city of Fort 
Wayne, Indiana, there are two rather 
warmly competitive electric systems, 
one of which is a private utility and 
the other is municipally owned. They 
have identical rate structures and both 
are well and efficiently run. I happen 
to be one of a minority of about 40 
per cent of the customers in town who 
take service from the private company, 
not for any ideological reason, but 
mainly because they were the first to 
extend their lines into the outlying part 
of town where I live. Furthermore, 
one can in our town switch allegiance 
from one utility to the other at any 
time on short notice and at no cost or 
inconvenience. However, there has 
been no reason to change over. If I had 
started to take service from the mu- 
nicipal system I would doubtless still 
be doing so. 
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HE local situation is an unusyal 

one but it illustrates a point. A fter 
all it makes very little difference to an 
individual customer whether a private 
or municipal electric system supplies 
his home with electricity, or to which 
he pays a few dollars a month for the 
service, providing, of course, that rates 
and service are the same. I imagine that 
my own quite casual attitude on the 
subject is that of the typical consumer, 
However, one cannot help but feel that 
the fellow who has worked for a period 
of years carving out a place for him- 
self in the organization of a private 
utility must have vastly deeper feelings 
on the subject if his organization were 
threatened with public ownership. 
Even if his job, in the narrower sense 
of that term, were not threatened, his 
place in the private enterprise system 
would be. 

And there cannot be much doubt 
that most Americans, who are among 
the world’s foremost individualists, 
tend to thrive better and to lead happier 
and fuller lives in private enterprise 
than in some form of governmental or 
public employment. 

Since he has such a deep personal in- 
terest involved it would seem that the 
voice of the utility employee should 
carry greater weight in this matter than 
that of a customer or voter—a mere 
bystander so to speak. It would seem 
but fair in future decisions between 
private and public ownership of utili- 
ties that the wishes of those most deep- 
ly and directly concerned be polled and 
given some weight in the matter. This 
idea may be both impractical and un- 
orthodox, but it will not seem entirely 
ridiculous to anyone who holds a job 
which he values in any phase of our 
private enterprise system. 
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Employee Shifts during War 
“Tough, but Interesting” 


While Washington has been talking tough about taking men 
for the armed forces, and both sexes for war production, the 
displacements, declares the author, seldom amount to 5 per 
cent. That leaves a basic 95 per cent to help you meet the 
changes. The load has come gradually, and some Los Angeles 


utility men find it more interesting than tough. 


By JAMES H. COLLINS 


California, the labor situation 

in utilities is summed up by 
one executive as, ‘Tough but interest- 
ing—and not altogether what we had 
been led to expect.” 

What he expected was the drastic 
changes predicted from Washington— 
from 9,000,000 to 10,000,000 men ulti- 
mately transferred from civilian jobs 
to the armed forces, and 20,000,000 
to 25,000,000 people for war produc- 
tion; with 55,000,000 to 60,000,000 
totally available, women as well as 
men, that leaves around 25,000,000 to 
carry on the civilian production and 
services usually rendered by 45,000,- 
000 to 50,000,000 gainfully em- 
ployed— 


| s winter approaches in southern 
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Certainly Washington has “got 
tough” in announcing such figures, 
with hints that the whole kit and ka- 
boodle will be registered and rationed 
out. You get the feeling that, if you 
operate cars and busses, or sell gas or 
electricity, you may get down to the 
office some morning and find that 
everybody has gone to work for Henry 
Kaiser, or Donald Douglas, or Bob 
Gross. 

Now, it hasn’t worked out that way 
at all! 

“Maybe we haven’t seen anything 
yet,” reflected this executive. “But so 
far, I get a lot of comfort out of the 
story of the Irishman—beg all Irish- 
men’s pardon—who fell with his hod 
off the thirtieth floor of a skyscraper, 
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and was heard to say, as he passed the 
third floor, ‘So far, I’m all right.’ ” 

So far, regimentation by Washing- 
ton has materialized chiefly in the 
orderly appraisals of workers made by 
the United States Employment Office, 
and their assignment to job openings 
where their abilities will be most use- 
ful. There has been a tremendous 
scramble in workers, as in materials, 
and the USE has taken plenty of criti- 
cism on the score of favoring this in- 
dustry, and neglecting that, but in our 
own region the service is staffed with 
businessmen, and it has fewer errors 
than runs. 


i" some departments of the utilities, 
there is an actual surplus of labor 
—even some lay-offs. Those are the 
construction departments. Restrictions 
on new facilities, due to material short- 
ages, have made it necessary to find 
other work for the men, or let them go 
elsewhere. If you have only such new 
construction as telephone exchanges 
for Army camps, or trolley lines to 
shipyards, and an avid demand for 
switchboard operators or trainmen, 
you obviously have some square pegs 
and round holes. 

Well, what of it—can’t they all find 
better-paid jobs in the shipyards? Dur- 
ing the depression there was a surplus 
of operators and trainmen too—more 
pegs than holes, round and square. 
Nowadays, the displaced peg quickly 
finds a billet. 

But in the depression, utility jobs 
proved more dependable than others, 
and even now your company benefits 
by that reputation for stability. The 
war job pays more, and is mighty 
tempting, but your people think twice 
before stampeding to the war plants. 
NOV. 5, 1942 


Even in a national emergency, when 
the construction men can find jobs else- 
where and be more useful in the total 
effort, you don’t like to see them go, 
They don’t want to go themselves, and 
like the soldiers want some assurance 
of getting old jobs back when it’s all 
over. 


a spring, before the labor short. 
ages began to affect utility organi- 
zations, a group of shopmen with one 
transit company got to discussing ship. 
yard jobs. The wages were dazzling, 
and the suggestion that shipyard jobs 
might not be as steady as a utility job 
was dismissed with the reflection, 
“This country is always going to have 
ships in the future.” The group worked 
up its temper to the quitting point, and 
went away to the shipyards. But it was 
only a small group, and within a 
month most of the men were back in 
the shops. They didn’t like the adven- 
turous life of the shipyards, compared 
with the sober work of the shops. 

“Since then,” says the personnel 
manager of that company, “we have 
had very few good mechanics lost to 
war industries. Our men have gone 
into the merits of the thing, and are 
well aware of the advantages in a 
seniority job, with its comparative se- 
curity and benefits for long service. 
They made this test themselves, early 
in the game, and got the right answer. 
We didn’t have to put up any argu- 
ments.” 

In the telephone service, long years 
of maintaining jobs through depres- 
sions by undertaking new construc- 
tion for better times ahead has been 
amply proved thus far during this 
greatest of all upheavals. Until last 
spring, the telephone company had job 
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applicants when the war plants were 
recruiting as far east as the Missis- 
sippi. The applicants had weighed the 
stability of a telephone job against the 
adventure of a war job, and of course 
those who decided for stability, be- 
cause they were built that way tem- 
peramentally, put in their applications 
—as the adventurous ones went over 
to Lockheed or Douglas. It is chiefly 
in women switchboard operators that 
any shortage has developed—the war 
traffic has sent the demand skyrocket- 
ing, and they are needed in unprece- 
dented numbers. 


S° the first thing utility men dis- 
cover about the Washington pre- 
dictions is that the millions of people 
who are to be switched from one in- 
dustry to another will not go in mil- 
lions. Not if they are already em- 
ployed in jobs that they rely on. The 
unemployed and footloose people, and 
especially the young people who have 
still to make a start, are received by 
thousands at the war plant hiring of- 
fices. But in utility jobs, where there is 
confidence between employees and 
company, the displacements will be in 
hundreds, and even in dozens, 

New hirings are necessary to re- 
place drafted men and provide for the 
war load that is coming. And new 


e 


methods are being learned in hiring. 

Our utilities and civilian industries 
have taken a page from the war plant 
hiring book. 

First, the war plants hired all the 
experienced people they could find, 
starting at the factory gates and then 
going afield, until a farm boy in Iowa, 
or a garage mechanic in Missouri, 
could go to a local office, discuss his 
prospects for an aircraft job, perhaps 
train in his own town, and if he quali- 
fied, come to California. 

When the experienced and trainable 
material was pretty well exhausted, the 
war plants started looking for people 
with skills that could be used in their 
work. A manicure girl worked with 
her hands, and could be taught an as- 
sembly or gauging job quicker than 
a shopgirl who sold goods. But the 
shopgirl might be good at paper work, 
and therefore good material for other 
war plant jobs. There were heavy 
raids on beauty parlors. The stores and 
banks lost people. But they also learned 
how it was done! 


|. pee were quick to adopt similar 


tactics, probably because they 
were first to lose people, and because 
there is a broad margin between what 
a bank can pay and what a shipyard 
can pay. 


plus of labor—even some lay-offs. Those are the construc- 


q “In some departments of the utilities, there is an actual sur- 


tion departments. Restrictions on new facilities, due to ma- 
terial shortages, have made tt necessary to find other work 
for the men, or let them go elsewhere. If you have only such 
new construction as telephone exchanges for Army camps, 
or trolley lines to shipyards, and an avid demand for switch- 
board operators or trainmen, you obviously have some 


square pegs and round holes.” 
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The banks wanted men and women 
who could handle money and pass on 
checks. They found them in the super- 
markets, among the checkers who to- 
tal the self-serve customer’s assorted 
purchases, make change without mak- 
ing mistakes, and pass on the worth 
of checks of many kinds, including 
those tendered by the professional 
swindler. The latter is truly a profes- 
sional, and at his best gets a steady 
living at this trade, maybe owns his 
home, pays taxes, and considers him- 
self a solid supporter of the com- 
munity. 

The banks developed other devices 
in hiring. They went to the public 
schools and explained the nature of 
bank work, stressed its advantages as 
a career, even conducted model bank 
operations with the students, to show 
what the work was like. They modi- 
fied the rather strict investigations that 
had governed hiring, immediately put- 
ting at work the newcomer who had 
the required ability, and while he was 
on probation making the necessary 
character investigations that had al- 
ways preceded hiring. They extended 
their hours for keeping the personnel 
offices open, so that people unable to 
apply for jobs during banking hours 
could come at their convenience. 


keene ai men were hired for their 
experience in the kind of work to 
be done; but today they are hired for 
their experience in the next kinds of 
work, as the best basis for learning 
the kind of work to be done. 

One transit company has found that 
service station work gave men experi- 
ence that can be most quickly converted 
into ability to run street cars and 
busses. 
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The service station operator was 
carefully chosen by big oil companies 
—so carefully, that there was more 
truth than wisecracking in the saying 
that you had to be a college graduate 
to wipe windshields and check oil. The 
company men were sent to school, and 
taught the technical tricks of the trade, 
with its bookkeeping, and they were 
especially taught manners and sales- 
manship. 

There is a lot of room for salesman- 
ship on transit vehicles, and will be 
more, if they are to hold some of their 
traffic gains after competition with pri- 
vate automobiles returns. 

Thousands of service station opera- 
tors have been laid off this year in 
California, and nearly two thousand 
service stations have been closed. They ! 
have become worth more dead than 
alive, because their underground tanks 
are immediately dug up for other uses, 
and their pumps, piping, wiring, small 
motors, tools, and other equipment are 
needed in other places. 

Many of the operators have gone 
into the armed forces, and others will 
be called, but those who are deferred 
make excellent trainees for conductors 
and motormen, and the transit service 
offers advantages such as permanence 
in employment, with retiring pension, 
and thus far, sometimes with an im- 
proved draft status. 


guerre the kind of men 
who have gone into service sta- 
tion work has been a -factor in finding 
good utility material among them. For 
this has long been a blind alley job, 
with possibilities of promotion for 
very few, and those the best. The ma- 
jority has benefited by training to get 
into other occupations, while a minor- 
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Experienced Employees 


¢ oe men were hired for their experience in the kind of work 

to be done, but today, they are hired for their experience in the 

next kinds of work, as the best basis for learning the kind of work to be 

done. One transit company has found that service station work gave men 

experience that can be most quickly converted into ability to run street 
cars and busses.” 





ity has risen to general selling and 
management jobs with the oil compa- 
nies. It is among those who were de- 
termined to stick, and win promotion, 
that the best utility recruits have been 
found. 

Utility trainmen have thus far been 
classified as workers directly essential 
to the war effort, and where utility 
companies have sent representatives to 
local draft boards to present their cases, 
many have been deferred. But military 
service is one of the incalculables in 
the labor problem. The Army frankly 
admits that all men in industry, of mili- 
tary age and fitness, may be considered 
“on loan” to employers, and liable to 
call as the armed forces grow. Still, 
it is the employer who has the greatest 
responsibility in presenting facts to se- 
cure deferment. He can do much to 
protect his organization by keeping in- 
formed on the draft records of all em- 
ployees subject to call, and by sending 
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representatives to appear before local 
draft boards. These boards are often 
far away from the place of present 
employment, and many of the boards 
are not well informed about the essen- 
tial services necessary in war. In the 
months ahead, it will be more than ever 
necessary for the utility employer to 
present the facts that will bring draft 
board decisions for the good of the 
nation, the draftee, and his organiza- 
tion. In England, many essential work- 
ers had to be sent back from the mili- 
tary forces. In our selective service, 
we are clearly trying to avoid that 
waste motion. 


——- talks “tough” about the 
displacements that are coming; 
predictions are made of as high as 75 
per cent women in war industries— 
but everybody ignores the peculiar 

psychology of labor in war time. 
“One thousand applicants for 999 
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jobs, and all is well,” says a statistician, 
“but a thousand jobs for a thousand 
applicants, and everybody goes crazy 
with the heat.” 

All jobholders are today potential 
“Okies,” ready to hop out and travel 
—even to another job in the next 
block. 

There is selective service, and en- 
listment to make men restless, as well 
as the quiet recruiting of specialists 
like oil field workers, road construc- 
tion men, overseas units of executives 
from certain industries who are needed 
for organization and management of 
shops and supplies, demolition if neces- 
sary, rehabilitation if something like 
time-tables are kept— 

These activities, not widely pub- 
licized but coming to the attention of 
most businessmen, can be recom- 
mended as a tonic for gloom inspired 
by bad war news today. We undoubted- 
ly have good “brass hats,” and they 
are making no small plans, and these 
specialist organizations indicate the 
completeness of those plans, and fore- 
shadow special jobs to be done on a 
reconquest time-table. 


eee, they add to the gen- 


eral restlessness. Everybody 
feels that he can get another job tomor- 
row; anyway, he may be drafted into 
a war plant; or he might be frozen in 
this job, and better see what other kind 
of work he can get into; perhaps his 
job is in a nonessential business, and 
is shrinking. 

This unrest is reflected not only in 
scarcity of new employees, but in the 
slackening of discipline and service 
standards. For a sample, you can just 
press your buzzer, and see what hap- 
pens, how fast, how smilingly, and 


compare that with what happened a 
year or two ago. 

Here is something that will be found 
when business begins replacing men 
with women. 

“Oh, we'll hire women!” is a com- 
mon saying now, just as a year ago 
it was, ““Well, you can use plastics!” 

In more than one business, some ad- 
vance publicity has been secured for 
girl conductorettes, truck drivers, 
welders. A couple of Hollywood ex- 
tras photographed in the neat new uni- 
forms on the back of a car and bus 
strike the newspaper reader as a change 
not hard to take. 

Only, they are not going to look 
like that, either to the passengers or 
the traffic manager. The public will 
find, when they come, that they have 
aged, and got rather hard-boiled, while 
the traffic manager will be up against 
restlessness in a new form. 


UDGING by experience in the tele- 

phone organization, where almost 
astronomical quantities of new opera- 
tors seem to be needed, there will be 
the general restlessness, and another 
restlessness peculiar to women. 

There is pregnancy—the birth rate 
is up. 

There is the problem of what to do 
with the children while Mother works. 
As the automobiles are laid up, we 
have too many parking lots, and as the 
women go to work, we have too few 
parking lots for kiddies. Southern Cali- 
fornia war industries have found this 
a serious problem. The lady next door 
who kept an eye on the children has 
got a war job herself, and the children 
roam the streets. Some kids have been 
found locked in houses and trailers 
while parents were at work, or roam- 
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ing like the wild children of Russia 
after the revolution. Men who work 
nights cannot sleep because the chil- 
dren are noisy, and that shows up in 
their production. Mother’s production 
falls off because she is worrying about 
the children. 

Many a resignation among organi- 
zations employing women is handed in 
with the explanation that there is no- 
body to take care of the children, and 
none of the arguments that induce em- 
ployees to stay, in spite of better pay 
elsewhere, have any force in these 
cases, 

Good wages are an influence—Fa- 
ther is making more money than he 
ever drew down before, something is 
due the children, so Mother quits to 
look after them. 


D”™ nursery schools are one prom- 
ising solution, and the WPA 
around Los Angeles has thirty of them 
in operation. Mothers pay 25 cents a 
day for each child. Those unable to 
pay may be taken free, or paid for by 
a charitable organization. Besides 
schooling, the kids get lunch, some 
medical attention, supervised play, 
amusements to keep them busy for a pe- 
riod longer than school hours. As set 
up here, the average nursery school ac- 
commodates around thirty-five chil- 
dren, for whom five instructors and su- 
pervisors are necessary. Such schools 


had been going through the depression, 
but women going into war work made 
it necessary to increase the number. 
WPA schools operate under a govern- 
ment social service plan. 

As women are taken into new indus- 
tries, it may be necessary for employ- 
ers to provide schools. At this writing, 
the eight aircraft companies in the Los 
Angeles area are doing a job on nursery 
schools that might be adaptable to 
utility companies, tackling the problem 
together. These companies are widely 
scattered as to location, but have a 
technical association through which 
their best specialists are set onto a new 
problem. As more women were hired, 
the school question arose. The tech- 
nical association is now gathering data 
by questionnaire among women em- 
ployees, asking about children, how 
many, how taken care of while the 
mother works, what are considered re- 
quirements for schools in study, play, 
hours per week, location, and so on. If 
schools are found necessary, they will 
meet the needs in location and char- 
acter. 


Fyne makers and war plants 
generally in this region, except- 
ing shipyards, have one of the utility 
executive’s problems in hiring — that 
of not being able to pay fabulous 
wages. The very word “aircraft” has 
come to smell of money, but the learn- 


7 


“THOUSANDS of service station operators have been laid off 
this year in California, and nearly two thousand service sta- 
tions have been closed. They have become worth more dead 
than alive, because their underground tanks are immediately 
dug up for other uses, and their pumps, piping, wiring, small 
motors, tools, and other equipment are needed in other 


places.” 
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ing and starting wages are not lavish; 
the biggest earnings are made on over- 
time, for which an employee must 
qualify by acquiring speed or skill, and 
so there is the constant threat, silent or 
spoken out, “Well, I don’t have to have 
this job!” More than one policy has to 
be decided with that in view—for ex- 
ample, you might forestall future 
transportation trouble if employees 
would double up and redouble in their 
own autos. And you could get “tough” 
about that—but suppose they decided 
that they didn’t need their jobs? 

The present labor situation is cer- 
tainly tough, and promises to get 
tougher this winter; but it is also in- 
creasingly interesting, and nothing to 
despair of, if the basic conditions are 
kept in mind. 

In the first place, the most violent 
disruption suffered by any industry or 
trade seldom exceeds 5 per cent of 
employees lost. 

That leaves 95 per cent to anchor 
the business, and among them most of 
the higher-ups and supervisors, who 
are capable of training new people, or 
should go to school to learn how. 


_ body of people, moreover, 
have earned seniorities and pro- 
motions with their company, believe in 
it, intend to stand by it. Repeatedly, 
efforts have been made to stampede 
them into higher paid jobs, and it has 
always been found that their standing 
with their company is the thing they 
value most. Again and again, in dif- 
ferent forms, that question has been 
put up to the wage and salary earner 
alike, and the answer is always the 
same—if they have standing, that is 
like their life insurance. 

Therefore, if the company has de- 
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veloped progressive employee policies 
in past years, become known as one 
that found ways to keep people when 
times were bad, it has a rating that 
greatly helps today. Its best people 
will stick, and there are utility com- 
panies in the Los Angeles area that 
have steadily had waiting lists of job 
applicants, regardless of the turmoil, 
because even in these times those com- 
panies are good-for a fellow to land 
with. 

Even in the mushrooming war or- 
ganizations, something of the same 
kind is found. 

One of our aircraft companies re- 
cently circulated a questionnaire among 
employees, asking this and that, giving 
a chance to “beef” about the company 
if they wanted. One set of questions 
related to their opinion of the company 
as a good concern to work for now, 
with an outlook for the future. Sixty 
per cent thought their company best 
among aircraft concerns; 87 per cent 
believed its planes were best; 45 per 
cent said their chief interest in their 
jobs was the hope of future advance- 
ment ; 19 per cent said they were train- 
ing for an aviation job in the future; 
and an estimate of $500 to $2,000 was 
placed on the value of the training they 
had received at company expense— 
more than 60 per cent of them an- 
swered that way. 


O NE question got a small vote—‘Do 
you value your present job be- 
cause you are helping win the war?” 
Only 19 per cent answered affirma- 
tively—if it had been framed as the 
second good reason for being in their 
jobs, the vote would undoubtedly have 
been larger. 

The place you start from in war- 
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time hiring is that base of solid loyalty. 
It is a foundation of employee self- 
interest, admittedly, but if past policies 
have been such that it is there, then 
nineteen-twentieths of your organiza- 
tion is stable, can be relied upon, if 
confronted with the prospect of a 
higher-paid job elsewhere, will think 
about it, debate it, maybe even try a 
sample, but in the end come right side 
up like a weighted toy. 

True, there will be turmoil among 
employees. They may not quit for a 
glittering war job, but they will chew 
the rag about it. 

“Sam, I’ve found a new soap that 
will save us several hundred dollars a 
year, if you will just change your rou- 
tine,” announced a purchasing agent. 

“Bill, don’t talk to me about saving 
money at a time like this!’ answered 
the superintendent. “If we bought that 
soap, I know a dozen more men would 
quit.” 

Looking back less than a year, it 
will be realized that the turmoil of to- 
day, suddenly appearing, would have 
been catastrophic—but through the 
months it has been dealt with as it 
came along, and steps taken to deal 
with what may be coming. 


a ahead six months, it is real- 
ized that what is coming will de- 


velop in the same way, a little more tur- 
moil from week to week, but some way 
found to deal with it, and both man- 
agement and employees becoming more 
cooperative and resourceful. 


HAT the basic 95 per cent of the or- 
ganization is always there, to an- 

chor everything, has been shown in the 
experience of Los Angeles utility com- 
panies which, among various ways of 
recruiting new people, have found that 
their best source was that basic 95 per 
cent. Employees have been asked to 
recommend relatives and friends for 
hiring. Sometimes it has been neces- 
sary to adopt scrap rubber drive meth- 
ods, and say, “Think over everybody 
in your family, all the people you 
know—isn’t there a second cousin 
somewhere, or a girl graduating from 
high school, who would be a good op- 
erator, a good clerk, for us?’ The 
basic 95 per cent does the best recruit- 
ing because it can tell the recruit what 
kind of company it works for—and it 
also sizes up the recruit as a capable 
and agreeable member of the company 
family. 

Tough, and getting tougher—but 
also getting more interesting. 

Long after we have forgotten how 
tough it was, we will remember how 
interesting were these days. 





For Post Bellum Development 


FTER four years’ research a Minneapolis dentist, Dr. P. O. Rosen- 
dahl, perfected an electric toothbrush which he believes will sup- 
plant the hand technique of brushing teeth. 


It consists of what appears to be an ordinary toothbrush set in a 
handle resembling an electric shaver. A motor in the handle operates the 
brush in the rotary motion approved by dentists. The device can be 


plugged into any light socket. 


Dr. Rosendahl says the invention works more effectively than hand 
technique because it gives the gums a better massage. 
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Transportation Comes Through 


The rails and other carriers in the war emergency 
are achieving what many informed persons thought 
impossible; and out of the lessons learned through 
this experience United States railroad service will, 
in the opinion of the author, be revolutionized. 


By ANDREW BARNES 


AR-TIME Washington, official 

and unofficial, even before the 

occurrence of war, held a 
healthy fear of one word — bottle- 
necks. That fear still exists, and the 
men who manage the defense program 
are as alert for a bottleneck as they are 
for new discoveries which may revolu- 
tionize, one day, the science of mecha- 
nized warfare. 

A year ago, when the Atlantic sea- 
board first became aware of the fact 
that external war could produce grave 
internal domestic repercussions and 
problems, there were fears of a trans- 
portation bottleneck. Long hearings 
were held in government offices, in 
Congress, and official fears were freely 
expressed that under the stress of war 
the American transportation system 
would slow down, finally bog down 
completely. Today, those fears have 
been largely dispelled by experience. 

One of the best performances of the 
entire war effort has been turned in by 
NOV. 5, 1942 


the transportation system. Bus lines 
have managed to meet and handle a tre- 
mendous acceleration of traffic. In na- 
tional defense centers, Detroit, South 
Bend, Pittsburgh, Baltimore, San 
Francisco, Philadelphia, the street rail- 
way systems, bus lines have reorgan- 
ized themselves to accommodate the de- 
mands of war, and have kept the shifts 
of thousands and tens of thousands of 
workers flowing evenly and freely to 
and from the production centers with 
only a minimum of delay and incon- 
venience. 

Fully as outstanding as the perform- 
ance of any segment of the transporta- 
tion industry has been the performance 
of the American railroad system. The 
smoothness, the efficiency with which 
the railroads are meeting the stagger- 
ing demands of war-time freight and 
traffic movements is not fully appre- 
ciated by many government officials 
and seldom is comprehended by the lay- 
man. 
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3,000-mile railroad tour over the 

Baltimore & Ohio, the Pennsyl- 
yania, the Burlington, and other roads 
js conclusive proof that the railroads 
are in fact turning in a near miracle 
of performance. 

In an Indiana town, a fast passenger 
js shunted on to a siding, waits; in a 
few minutes, almost too close a meet- 
ing to be comfortable, a mile-long train 
of oil tankers thunders past at 70 miles 
an hour, heading back to the Mid-Con- 
tinent fields for more fuel for the in- 
dustrial East. 

In an Iowa city, the fast mail is 
pushed on to a siding, while a train- 
load of beef steers—meat for Britain, 
the Fighting French, the Russians— 
takes the track at 60 miles an hour, A 
coal train thunders by. Lend-lease 
goods travel at a tremendous speed for 
the West coast and Australia. 

That the railroads have been able to 
accomplish the job with their current 
eficiency is nothing short of a miracle. 
It is true there have been accidents. An 
oil train is derailed and burned in 
Maryland. A freight train is wrecked 
in Ohio. But, matched against the ac- 
celerated speeds required to meet their 
war-time demand, and matched against 
the volume of traffic now moving, the 
surprise is that these accidents have 
not been more numerous and destruc- 
tive. More than this, the railroads have 
zealously guarded against sabotage, 
and in nearly a year only one real act 
of apparent sabotage has occurred— 
when dynamite was exploded at Noda- 
way, Iowa, beneath the Burlington 
Zephyr, the crack Denver to Chicago 
streamliner, as it sped over the rails 
at 70 miles an hour. Even then the 
damage was small, and no passenger 
was injured. 
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We are the railroads doing? 
A year ago, the Secretary of In- 
terior, Honorable Harold L. Ickes, 
frankly doubted the ability of the rail 
carriers to move 220,000 barrels of oil 
a day to the eastern coast. Ickes frank- 
ly told a congressional committee that 
the railroads could do no such thing, 
when John J. Pelley, president of the 
Association of American Railroads, 
assured the committee that the roads 
were prepared to move oil in that vol- 
ume. Since then, Mr. Ickes has ad- 
mitted that the rails and other carriers 
have achieved what he called “a trans- 
portation revolution.” Recently, using 
1,200 locomotives and 70,000 tank 
cars, the railroads were shunting into 
eastern demand centers a surprising, 
staggering total of 830,820 barrels of 
oil each day—almost four times the 
amount that they had originally prom- 
ised to deliver! How was this miracle 
accomplished ? By operating oil trains, 
carrying no other freight with the pe- 
troleum shipments, giving the oil trains 
the fastest schedule consistent with 
safety, and the right of way to main- 
tain that speed. 

Unloading time, the “turn-around” 
period of petroleum trains was short- 
ened, and empties were shunted back 
to the production centers in solid trains 
operating on schedules approximating 
those maintained for the shipment of 
perishable commodities. 

This performance, however, does 
not begin to tell the entire story of the 
railroads’ war effort. In August, the 
railroads were loading 870,000 cars of 
revenue freight each week; some 50,- 
000 cars of grain and grain products; 
15,000 cars of livestock; 160,700 cars 
of coal for factories and domestic 
heating; 52,000 cars of lumber and 
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merchandise. Concurrently with the in- submitted by the carriers, it is worth presen 
creased volume of traffic, the roads had__ while to inspect more closely the job soldie 
a backlog of 54,754 freight cars wait- they have been called upon to perform. war, ¢ 
ing for repairs, and 2,669 locomotives According to the Office of Defense age 0 
waiting their turn in the shops. Transportation, the carriers are fac- portec 
ing the “heaviest movement of revenue six Ti 
HE roads are using, in maintain- freight traffic in history,” but have 
ing their services, some two mil- managed to approach this with 200, 
lion cars of all types, and they would 000 miles of trunk lines virtually clear 
like to have the steel and raw materials of congestion. On a single day picked 
for the manufacture of 76,000 new at random recently, 108 reporting rail- 
freight cars in 1943. Now 76,000 roads sent in figures showing that ina 
freight cars seem like a tremendous 24-hour period they had dispatched 23,- 
number, but actually it amounts to 578 trains with 1,408,964 cars. 
only a 4 per cent increase in the op- Passenger traffic has soared beyond 
erating units that the roads are asking all bounds, straining facilities for han- 
to handle the steadily increasing traffic dling the volume of travel, as gasoline 
load. The carriers also need 900 new _ rationing, rubber rationing, and speed 
locomotives, and have submitted their controls, as well as rationed airplane 
recommendations to the Office of De- travel, have forced more and more per- 
fense Transportation. The carriers sons to adopt rail transportation. 
have largely drawn into service all Trains leaving Washington, Chicago, 
their serviceable locomotives, leaving a Pittsburgh, New York, Baltimore, San 
reserve of only some 500 serviceable Francisco, and other metropolitan cen- 
engines, in addition to those awaiting ters are jammed to capacity, and every 
overhaul. change that can be adopted to increase 
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the passenger capacity and speed sched- 
gles has been put into operation. 

In addition to the doubled and trebled 
and quadrupled passenger traffic on 
many roads, the carriers have been re- 
quired to set a record for the trans- 
portation of troops, and that this has 
been accomplished without major traf- 
fic congestion is emphasis of the rail- 
roads’ performance. The passenger 
traffic increase is 90 per cent over 1939. 
At the outset of the war, according to 
railroad officials, the carriers had 800,- 
000 fewer units of rolling stock than 
when the United States went to war in 
April of 1917. In that year, the first 
nine months after the war, there were 
a total of 1,916,417 troops moved by 
rail. For the last nine months, in the 
present war, there were 6,584,442 
soldiers transported by rail. In the last 
war, a soldier was moved on an aver- 
age of three times before being trans- 
ported overseas, and in this war he has 
six rides before he is finally marched 
on to a troopship. 

The operating speed of the special 
troop trains has been approximately 
doubled over the 1917 speed, and Army 
Services of Supply officials have esti- 
mated that shortly the railroads will be 
transporting 1,000,000 men a month 
for a total of 700,000,000 passenger 
miles. These figures tell the story of 
the railroads’ job. They do not tell that 
the railroads have provided the soldiers 
better accommodations than during the 
last war, night Pullman rides and rail- 
road kitchens, compared with day seats 
and lunch boxes in World War I. 


ae after month, the carriers 
have set new performance rec- 
ords : more volume of freight per train, 
faster schedules, more daily mileage for 
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locomotives, greater loadings per car, 
better crating and loading of goods, a 
higher efficiency for fuel consumed, 
and over all, a performance approxi- 
mately twice as good as the perform- 
ance twenty years ago. This has been 
done in spite of the fact that steel, 
copper, and other materials have been 
channeled into war production, and the 
railroads themselves, carrying the 
heaviest burden of traffic they have 
ever faced, have been forced to operate 
on lean allowances for the manufacture 
of new units and the repair and refur- 
bishing of locomotives and cars. 

The Army has recognized the per- 
formance. Lieutenant General Somer- 
vell, chief of the Service of Supply, 
testifying before a congressional com- 
mittee, said: “‘We transmit our de- 
mands to the railroad man and he is- 
sues the necessary orders. During the 
hectic days of December, when the 
strain on them was greater than it has 
been since, they (the railroads) did a 
magnificent job.” Brigadier General C. 
P. Gross, chief of Transportation 
Service, said : “The railroads have had 
a tremendous job and to date they’ve 
done it well.” Director of Defense 
Transportation Joseph B. Eastman 
says: “Without transportation we 
could not fight at all .. . It is a pleasure 
to be able to say that thus far no in- 
dustry has functioned more admirably 
in the war effort than the transporta- 
tion industry.” 


H™ have the roads accomplished 
this job? 

Primarily, by unstinted, all-out co- 
Operation with the government, with 
all of the defense agencies; by reor- 
ganization of their own schedules ; the 
pooling of their resources; full codp- 
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eration in making up and handling 
trains. 

They set up a military transport sec- 
tion for themselves, to codperate with 
the Army and Navy, lend-lease, and 
other agencies in assuring maximum 
speed in the handling of all govern- 
ment traffic. When the Army wants to 
move a division of troops, it informs 
the military transport section; the rail- 
road managers swing into action ar- 
ranging the passenger and freight cars, 
tens of hundreds of them, required for 
the transportation. How and where 
these trains are to be made up and de- 
part is, of course, regarded as a mili- 
tary secret, and the railroad managers 
keep that secret. The military transport 
section works “around the clock” week- 
in and week-out, arranging for the 
transportation of the mountainous vol- 
ume of supplies needed to put an 
Army on the fighting front with first- 
class equipment in the volume required 
for victory. 

To handle the oil shipments to the 
East coast, the rails created a special 
tank car section to direct this traffic, 
and its success has been outstanding. 

Other freight management groups 
were set up to process, as it were, the 
shipment of some 6,000 cars of freight 
into government camps and construc- 
tion projects every day. 

Besides doing this job, the railroads 
are, in the shops which they could well 


e 


use for replacement of existing equip. 
ment, turning out naval gun mounts, 
tanks, ship winches and drive hous- 
ings, gears, armor plate, equipment for 
many types of naval fighting craft, and 
equipment for the shipbuilding, chemi- 
cal, and thousands of other types of 
plants involved in war production. 


Rey railroads have enlisted all out 
in the drive to conserve for war 
production steel, copper, tin, zinc, 
brass, chromium, and other vital raw 
materials. They have limited the de- 
signs of both passenger and freight 
cars, changed specifications to substi- 
tute wood for steel wherever possible, 
revised specifications for the manufac- 
ture of rails, locomotives, and other 
equipment, and then, besides conserv- 
ing, have dumped into the national 
scrap pile hundreds of thousands of 
tons of old rail, bars, braces, and other 
outmoded equipment. 

Thus, the railroads find their war 
performance spread over every item of 
their operations—salvage, shipment, 
conservation, production, and what- 
ever any veteran engineer or switch- 
man might imagine. 

As well as they have performed their 
task in the past, the railroads will ad- 
mit that, in the future, the job is big- 
ger. 

The volume of defense produc- 
tion, once a trickle, is now reaching the 


carriers are facing the ‘heaviest movement of revenue freight 


q “AccorRDING to the Office of Defense Transportation, the 


traffic in history,’ but have managed to approach this with 
200,000 miles of trunk lines virtually clear of congestion. 
On a single day picked at random recently, 108 reporting 
railroads sent in figures showing that in a 24-hour period 
they had dispatched 23,578 trains with 1,408,964 cars.” 
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proportions of a tidal wave, and the 
tanks, guns, and equipment from these 
factories must be loaded and shipped 
to ports. The Army is growing from a 
3,500,000-man force to 4,500,000, soon 
will go to 6,000,000, then possibly to 
10,000,000. Each soldier mustered into 
the service throws 20 tons of addi- 
tional freight load on the carriers, The 
expanding production of food for the 
United Nations will expand the job of 
the railroads, the need for bigger, 


faster trains to haul grain and cattle 
from the agricultural areas into proc- 
essing and shipping centers. 

Out of the war, the railroads are 
getting many lessons. The evidence is 
that they are making the best of these 
lessons, that in the future United 
States railroad transportation will be 
revolutionized—for faster, more com- 
fortable trains, cheaper service, more 
accommodations, and a better freight 
shipment service. 





Paying for the War Debts 


_ the proceeds of government war loans are expended for destruc- 
tion, not for production, such loans can only be repaid out of the 
proceeds of future taxes. They will, therefore, probably be repaid very 
slowly. The supply of capital required for post-war reconstruction must 
mainly be obtained from savings made after the war is over. Since there is 
no reason to suppose that private saving at that time will be easier or greater 
in amount than in recent years, the rate of interest on long-term investments 
may be expected to be high. 

“High interest rates might be prevented or delayed by one or both of two 
methods. The first is deliberate abandonment of the system of free enter- 
prise, by having governments assume the responsibility of providing invest- 
ment capital, which means, of course, government direction and control of 
all economic activity. This might be done by taxation or forced labor, as 
under the Russian 5-year plans. A ‘phony’ system of bookkeeping that re- 
fused to recognize any return to capital would be a natural concomitant of 
such a course, and the rate of interest might not only be kept low but en- 
tirely abolished. 

“The other method would be that of government deficits financed by 
means of borrowing from banks or by issues of currency. ... How long such 
a system can last no one can say for certain, but two things seem to be ob- 
vious: first, that there is a limit to the amount of debt a nation can stand ; and, 
second, that government deficits for pump priming have not yet, after ten 
years, had the effect that was promised by their advocates, of increasing the 
yield of taxes to such a point that deficits are no longer necessary.” 

—Rurus S. TucKER, 
Economist, General Motors Corporation. 
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Wire and Wireless 
Communication 


apes telephone and telegraph 
employees eligible for draft defer- 
ment were certified last month by the 
War Manpower Commission to the Se- 
lective Service System. The latter, in 
turn, issued the list, Occupational Bul- 
letin No. 27, as a recommendation to 
local draft boards passing on requests 
for occupational deferment. The list cov- 
ers communications generally, including 
(beside telephone and telegraph) radio 
broadcasting, newsreel, newspapers, tele- 
vision, and repair of facilities. It is 
a rather “tight” list. It is much briefer 
with respect to communications em- 
ployees than the list on which the Board 
of War Communications was recently 
reported working. In fact, the timing of 
the SSS release and the titles used sug- 
gest that the BWC list was not even con- 
sidered as a basis. 

Occupational bulletins affecting other 
utilities are still in preparation at WMC. 
Current information is to the effect that 
WMC is working on similar lists with 
respect to heating, illuminating services, 
electric and gas utilities, and steam heat- 
ing. The electric utility list may simply 
confirm the list issued last June for that 
particular industry by SSS before WMC 
came on the job—or some changes might 
be made in process. 

In using these lists draft boards are 
urged to consider (a) the importance of 
the particular job; (b) how good the par- 
ticular man is at his job; (c) the avail- 
ability of a possible replacement. Only 
those jobs requiring six months or more 
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of training and preparation will appear 
on any of these lists. 

The following were listed as some of 
the critical occupations in communica- 
tion services: cable engineer ; cable-lay- 
out; cable splicer; cable tester ; camera- 
man, newsreel; combination man, tele- 
phone and telegraph; electrician (all 
around) ; jackboard operator; lineman, 
telephone and telegraph; manager, em- 
ployment and personnel ; mechanic, elec- 
tric maintenance; private-branch-ex- 
change installer; private-branch-ex- 
change repairman; telegraph operator; 
telegraph-repeater installer; telephone 
inspector; telephone-plant powerman; 
telephone station installation supervisor; 
telephone switchboard repairman; tele- 
type installer; teletype repairman; toll 
line repairman; toll office repairman; 
wire chief. 


* * * 


= irene: both men and women, are 
now enrolling at police precinct sta- 
tions in New York city and elsewhere 
in the local branch of the War Emer- 


gency Radio Service. The idea is to 
form a short-wave network to function 
in any war-time emergency if normal 
communication channels are disrupted. 
Radio amateurs, repairmen, engineers, 
and others are joining. Almost any 
American willing to fill out a question- 
naire, be fingerprinted, and pass an easy 
Federal Communications Commission 
examination is eligible, 
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(in his “Talk to the People” over 
WNYC) announced the appointment of 
former amateur Vincent T. Kenney 
(WZBGO) of the Bronx as his WERS 
radio aide. Inquiry here and there since 
then revealed that the local plan was well 
under way. New York city, for instance, 
has received its FCC blanket operating 
license and the call letters WNYJ. 

Borough coordinators have been ap- 
pointed and many others also have quali- 
fied. They will become WERS opera- 
tors and help prepare the needed equip- 
ment from old spare radio parts found 
at every station. The apparatus thus 
made or remade eventually will be in- 
stalled as control centers on public 
property. 

Classes are now being conducted to 
train applicants in FCC requirements. 
Enrollments were said to be mounting. 
Mainly, the training comprises a knowl- 
edge of ten questions based on the Radio 
Act of 1934, the international rules, and 
FCC regulations. The radio code is not 
essential. 


ATION-WIDE plans for the War 


Emergency Radio Service are pro- 
ceeding rapidly, according to the FCC. 
Twenty-five ees, counties, or other 
political subdivisions have so far been 
awarded station licenses for the civil de- 
fense program. In addition to New 
York, the others are Springfield, Ver- 
mont; Akron and Piqua, Ohio; Mill- 
town, New Jersey; Coventry and New- 
port, Rhode Island; Troy, New York; 
Manchester and Stamford, Connecticut ; 
North Adams, Lowell, and Lawrence, 
Massachusetts; Cuero, Texas; Lake 
Charles, Louisiana; Pacific Grove and 
San Mateo county, California; Haver- 
ford and Allentown, Marple and Lower 
Merion townships, Pennsylvania; Ash- 
land, Kentucky; Baltimore and Balti- 
more county, Maryland ; and the state of 
Maryland. 

Other applications were reported 
reaching the FCC daily ; some twenty or 
thirty are being considered. 

FCC officials said it was impossible to 
estimate the number of persons required 
to operate the resultant systems, as this 
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would depend, for instance, on the num- 
ber of separate units in each city, town- 
ship, or state. Varying numbers of radio 
amateurs are available, but some, because 
of other employment, can give only cer- 
tain hours of the day or night to the 
emergency work. 

For the time being only existing or re- 
modeled amateur apparatus can be used 
as the War Production Board is not 
granting priorities for the necessary ma- 
terials to build new stations. The Office 
of Civilian Defense, however, is anxious 
that city licensing be given preference as 
blackout warnings and other emergency 
notifications may then be relayed over 
the short-wave circuits. 

*x* * * * 


AS failing in an effort to prevent 
the American Federation of Labor 
Muscians’ Union, headed by James Pe- 
trillo, from enforcing its ban against the 
making of phonograph recordings for 
radio use, Thurman Arnold, assistant at- 
torney general and chief of the antitrust 
division of the Department of Justice, 
said in Denver, Colorado, last month 
that an appeal direct to the United States 
Supreme Court was being prepared. 

A Chicago Federal District Court on 
October 12th denied the antitrust divi- 
sion’s petition for a temporary injunc- 
tion to restrain the union from carrying 
out its order, which would affect more 
than 40 per cent of the programs car- 
ried by the radio networks of the coun- 
try. 

Arnold, in Denver on a brief routine 
visit with James McI. Henderson, chief 
of the Denver regional antitrust office, 
and members of his staff, declined to 
comment on the attack made upon him 
by members of the American Federation 
of Labor in their recent convention. 

“The Attorney General has said all 
that needs to be said on that score,” he 
related. 

The union had accused Arnold of at- 
tempting to make personal capital by his 
action against the musicians’ union. At- 
torney General Biddle replied that such 
action, on the contrary, had demon- 
strated that Arnold was willing to bring 
NOV. 5, 1942 
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actions wherever needed, whether 
against capital or labor. 

Judge John P. Barnes, who recently 
denied a government plea for an injunc- 
tion to break the ban ordered by Mr. 
Petrillo on the making of musical re- 
cordings and electrical transcriptions, on 
October 14th filed a memorandum on his 
decision in which he suggested that fur- 
ther Department of Justice efforts would 
be futile. 

Judge Barnes had ruled that the gov- 
ernment sought the injunction under the 
wrong statute—the Sherman (anti- 
trust) Act—and Thurman Arnold in- 
dicated that he would make a new move. 
In his memorandum of October 14th, 
Judge Barnes said: 

This case unquestionably involves or 
grows out of a dispute. The subject to the 
dispute is, generally speaking, the question 
as to whether the members of the union 
shall be employed to make all the music that 
is to be made or shall be employed to make 
only a part of it, the remainder being made 
by means of phonograph records and elec- 
trical transcriptions and by amateur musi- 
cians. 

In view of the conditions, jurisdiction does 
not exist to grant any of the injunction re- 
lief sought. The court is further of the onin- 
ion that the acts complained of are the kind 
specified in the Clayton Act. Accordingly, 
the acts complained of may not be consid- 
ered or held to be violations of any law of 
the United States. 


* * * * 


ITING charges which he said “cer- 

tainly increase the volume of 
smoke” around activities of the Federal 
Communications Commission, Repre- 
sentative Wigglesworth, Republican of 
Massachusetts, asked in the House last 
month for “a thoroughgoing investiga- 
tion.” Wigglesworth said that “from 
sources believed to be reliable, it has been 
my understanding that serious 
charges were leveled at members or 
former members of the commission 
around the first of the year.” 

These charges, he added, “if sub- 
stantiated would have shown solicita- 
tion by members or past members of the 
commission from licensees or applicants 
before the commission in exchange for 
the promise of influence ; charges which, 
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if established, would have shown the re. 
ceipt of remuneration and the apparent 
effect of remuneration in the action of 
the commission ; charges which if estab. 
lished would have shown the subsequent 
connection of one or more of those in- 
volved with various corporations author- 
ized to engage in or to manage licensees 
engaged in broadcasting.” 

Wigglesworth said he understood the 
commission ordered an_ inquiry last 
January and appointed John Farnham of 
Chicago as special counsel to conduct the 
investigation. Having heard of no re. 
sults of the inquiry, Wigglesworth said 
he asked FCC Chairman James L. Fly 
about it at hearings on the appropriation 
bill. 

Among the questions he asked Fly, 
Wigglesworth told the House, were 
whether Farnham reported that a for- 
mer commission member had been guilty 
of “grossly improper” conduct; whether 
another former member had received 
“financial gratuities from a licensee or 
licensees”; and whether a licensee had 
admitted under oath that he “had mys- 
teriously turned over to his attorney” 
some $4,000 worth of government bonds 
in order to acquire facilities he sought 
from the commission. 


* * *K * 


ARGELY by making long wires out of 
discarded short pieces, the New 
York Telephone Company, as part of its 
war-time conservation program, is re- 
claiming annually more than 40,C00,000 
feet of telephone wire, containing about 
106,000 pounds of copper, according to 
a recent estimate. By welding, splicing, 
reconditioning, and otherwise conserving 
the odd lengths, a total of about 7,700 
miles of wire is saved—enough to reach 
two and a half times the distance from 
New York to San Francisco. 

As the result of changes and rear- 
rangements in subscribers’ telephone cit- 
cuits, many millions of feet of short 
wires of various sizes and types accumu- 
late each year. Before the war the bulk 
of these “shorts” was sent to smelting 
plants for processing and manufacture 
into new wire and other necessities, be- 
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cause it was uneconomical to reuse short 
pieces of wire. Now the important con- 
sideration is the conservation of critical 
material, and a large portion of the wire 
is reconditioned for immediate reuse, 
thus substantially reducing the require- 
ments for new wire. 

About 18,000,000 feet of the New 
York Telephone Company’s reclaimed 
short wires, with 35,000 pounds of cop- 
per content, is wire left over from many 
changes made in central office connec- 
tions. For each time a subscriber moves 
in a central office district, new connec- 
tions must be made between his outlet 
on the switchboard and the incoming and 
outgoing cables. Also many of the short 
lengths are now graded and kept in racks 
in the central offices handy for reuse. 

The remainder of the accumulated 
“shorts” come from changes in circuits 
in or near subscribers’ homes and places 
of business, from “drop” wires and other 
larger and more heavily insulated types 
connecting with lines leading to central 
offices, and from left-over lengths inside 
buildings. These wires amount to an ad- 
ditional annual saving of about 22,000,- 
000 feet. 

At repair shops of the Western Elec- 
tric Company, manufacturing branch of 
the Bell system, the smaller sizes of wire 
are welded in the reconditioning process, 
while the drop wire and other heavier 
types are “spliced” by special machinery 
recently developed. 

> + « « 


SERIES of orders was released by the 
War Production Board on October 
I7th affecting various communications 
industries. In Limitation Order L-204 
manufacture of telephone sets was 
ordered to be stopped in thirty days by 
the Director General for Operations. 
The order limits manufacture of the 
sets to decreasing percentages for a 30- 
day period. For the first fifteen days fol- 
lowing issuance of the order, production 
is limited to 4 per cent of total factory 
sales value of telephone sets manufac- 
tured in the calendar year 1941. During 
the second 15-day period immediately 
following, production is limited to 2 per 
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cent of the output for the same year. 
The calendar year 1941 was selected as 
a base period to represent a normal pro- 
duction year. 

Following the 30-day period, the pro- 
duction of telephone sets will be discon- 
tinued. 

An interpretation of the phrase, 
“equipment of a superseded type,” as 
applied to telephone and telegraph equip- 
ment in Preference Rating Order P-130, 
amended September 8, 1942, also was 
issued by the Director General for Oper- 
ations. 

The phrase was employed in subpara- 
graph (a)(7)(i) of the order. Accord- 
ing to the interpretation, telephone and 
telegraph equipment is of a “superseded 
type,” if it is usable in its present state 
of repair by the operator in a practical 
manner in his existing plant, and is (a) 
no longer manufactured or carried by 
the manufacturer as a regular item for 
sale, or (b) of such a character that were 
it not for present or anticipated service 
requirements, the operator would not 
place it back into service. 


LANKET ratings for maintenance, re- 

pair, and operating supplies and for 
operating construction of telegraph and 
cable companies were established on Oc- 
tober 17th under a preference rating 
order app-oved by the Director General 
for Operations. 

The new order (P-132) incorporates 
provisions relating to telegraph and 
cable companies contained in P-129, as 
amended July 28, 1942, which expired 
September 30, 1942. It expedites the ob- 
taining of materials necessary to main- 
tain and protect the services formerly 
permitted under P-129, by raising their 
rating from A-3 and A-1 to A-l-a. 

The order also provides for deliveries 
of material required for the construction 
of facilities necessary to serve defense 
projects bearing a rating of A-1-c or bet- 
ter. The materials and equipment cov- 
ered by the previous order include a wide 
variety of items required by the opera- 
tor of a telegraph or cable system. They 
include critical materials, such as copper, 
steel, nickel, tin, rubber, etc. 
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Financial News 


Utility Stocks Approach Year's 
Best Levels on Tax Concessions 


and Election Hopes 


S indicated in the chart on page 
663, utility stocks have recently 
rebounded from around the year’s low 
levels and are approaching the high levels 
of last February. In recent weeks Stand- 
ard Statistics’ two utility stock indexes 
each advanced about seven points: on 
a percentage basis, the operating com- 
pany stocks gained about 14 per cent, 
and the holding company stocks 25 per 
cent. Some individual percentage gains 
have, of course, been much higher. Co- 
lumbia Gas second preferred, for exam- 
ple, recently advanced from 15} to 28 
(including the dividend), a percentage 
gain of 83 per cent. In this case the ad- 
vance was partially due to continuance 
of the regular dividends. 

The improved market sentiment seems 
largely due to the moderate tax conces- 
sions made to the utility industry, em- 
bodied in the tax bill recently enacted by 
Congress and signed by the President. 
Until the final text of the bill (over 600 
pages) is available, however, any ac- 
curate appraisal of these concessions is 
difficult ; and, as a current headline says, 
the measure is so complicated it is con- 
fusing even to the experts. 

Possibly another background factor in 
the improved morale of the utility mar- 
ket is the indication of a strong Repub- 
lican trend in the New York state guber- 
natorial contest, based on recent polls. 
While it is doubtful that a Republican 
governor at Albany would improve the 
fortunes of the utility companies in that 
state in any marked degree, nevertheless 
the Democratic governors of the past 


and 
Comment 


By OWEN ELY 


fourteen years or more have been gen- 
erally antiutility in their viewpoints, and 
the present Democratic candidate is tak- 
ing a similar line in his speeches. For- 
tunately the public service commission 
has maintained a more or less judicial 
attitude, though the same can hardly be 
said for the New York Power Authority, 

Some market observers have expressed 
the opinion that recent buying of better- 
grade utility equities has been largely of 
an investment caliber, although, of 
course, there has also been speculative 
interest in low-priced issues such as Na- 
tional Power & Light, General Gas & 
Electric “A,” and other “dollar” stocks. 
Buyers doubtless have either one of two 
objectives in mind—attractive yields 
(now that they feel taxes are approach- 
ing a “ceiling’”), or long pull profit po- 
tentialities in holding company issues, 
which might benefit by dissolution in the 
next year or so. 


* 


SEC Urges Utilities to Retire 
Debt—but How Can They Do 
It under Present Rules? 


EC Commissioner Robert H. O’Brien, 
in an address before the financial 
section of the American Life convention 
at Chicago recently, urged the utility 
companies to devote the income normal- 
ly available for new construction work 
—but which cannot be so used because 
of priorities—to reduce their bonds and 
preferred stocks, thus strengthening 
their financial structures. Mr. O’Brien 
said: 
It appears to me that the financial prob- 
lems facing utilities in war time can be met 
successfully provided management follows 
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prudent financial practices, but the job is 
largely up to management. 

That management which is improvident in 
its use of available resources will heavily 
penalize its security holders and its con- 
sumers. On the other hand, management 
which takes advantage of the opportunities 
open to it will be better prepared to meet 
whatever conditions the post-war future may 
bring. 


The commissioner speaks easily about 
the reduction of bonds and preferred 
stocks, but this does not help the utilities 
very much to do so. Under the commis- 
sion’s Rule U-42, no registered holding 
company or its subsidiaries can repur- 
chase or redeem more than 2 per cent 
of the amount of each class of outstand- 
ing indebtedness in any calendar year. 
Moreover, when the utilities themselves 
propose to use substantial amounts of 
cash to repurchase and retire securities, 
the commission usually takes weeks or 
months to formulate a reply, and in some 
recent cases consent has been partial, and 
grudgingly yielded. 

Now that the new tax law apparently 
permits repurchase of obligations with- 
out burdensome income tax liability, 
wouldn’t it be a propitious time for the 
SEC to reconsider and restate its posi- 
tion regarding debt retirement ? Couldn’t 
the 2 per cent figure be liberalized, pos- 
sibly to 5 per cent or 10 per cent, con- 
sidering the special opportunities now 
available to the utilities, and the handi- 
caps which they face if it is necessary to 
publicize their efforts to repurchase se- 
curities by going to the commission for 
special permission ? 


> 
Third Avenue Transit 
Corporation 


(Fourth in a series of brief articles on 
transit companies.) 


Le Avenue Transit Corporation 
(until recently known as Third 


Avenue Railway Company) was incor- 
porated in 1910, succeeding a previous 
company of similar name in foreclosure 
Proceedings. On July Ist this year the 
company was merged with six traction 
subsidiaries, publicly held stock in the 
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merged companies being exchanged for 
stock of the consolidated company on a 
share-for-share basis. Publicly held 
bonds of predecessor companies re- 
mained undisturbed. A number of other 
traction subsidiaries are wholly owned, 
with one exception where less than one 
per cent of the stock is held elsewhere. 

The system has 199 route miles of bus 
lines—divided about evenly between the 

3ronx and Westchester—and 146 miles 

of street railways, of which about one- 
half are in the Bronx and the remainder 
divided between Manhattan and West- 
chester. 

About two years ago the New York 
city board of estimate approved an 
agreement under which busses would be 
substituted for street cars, over a period 
of twenty years, on all lines in Manhat- 
tan and the Bronx. The new bus lines 
would have 50-year nonrecapturable 
franchises, instead of the perpetual fran- 
chises held by the street railways. After 
various court rulings the trustees for the 
bondholders consented to the substitu- 
tion of busses, but shortly thereafter the 
Director of the Office of Defense Trans- 
portation prohibited further motoriza- 
tion, because of the program of conserv- 
ing rubber and gasoline. 


APITALIZATION consists of about 

$45,000,000 bonds and 166,916 
shares of common stock (plus a negli- 
gible amount of minority stock in con- 
trolled companies). While plant and 
equipment are carried at a net figure of 
over $68,000,000, the accruing of some 
$16,000,000 unpaid interest on the ad- 
justment mortgage bonds resulted last 
December in a profit and loss deficit of 
over $13,000,000. However, in the re- 
cent merger the assigned value of the 
common stock was reduced to 10 per 
cent of the former figure, thus putting 
the surplus figure moderately “in the 
black.” * 

As of March 31st (pro forma merger 
balance sheet) cash assets nearly equaled 
current liabilities (which included $571,- 
000 bank loans). The current ratio was 
about 1.4 to 1. 

The depreciation and amortization re- 
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serve of about $7,000,000 appears some- 
what inadequate, assuming that the 
gross property account (about $76,000,- 
000) represents original cost. 

Third Avenue appears somewhat 
overcapitalized based on pre-1942 earn- 
ing power, and the recent merger might 
well have included a more thoroughgoing 
readjustment of the capital structure, 
though doubtless this would have proved 
difficult to effect without the aid of a 
Federal court. Charges on the underly- 
ing bonds and the $18,147,000 first re- 
funding 4s of 1960 (currently around 
60) in recent years have been earned 
about 1.3 times, and about 2 per cent or 
24 per cent has been earned on the $22,- 
216,000 adjustment income 5s of 1960 
(in the twelve months ended June 30, 
1942, 2.26 per cent compared with 2.66 
in the previous year). However, pre- 
liminary earnings for the June quarter 
showed substantial improvement, net 
income after all interest amounting to 
$72,506, compared with a deficit of $14,- 
570 last year. 

Due to the company’s motorization 
program and the renewed interest in 
traction securities generally, there has 
been some speculative activity in the 
company’s income 5s, which currently 
sell around 21 (this year’s range 214-12 
and last year’s 24-113). Interest was 
paid regularly on the income bonds dur- 
ing the first World War (1913-1917), 
and payments were again made in 1922- 
37 (with some small contributions to ar- 
rears in the first part of the period). 
Nothing has been paid now for five and 
one-half years and total accumulations 
amount to 763 per cent. 


HE common stock, on which nothing 

has been earned since 1934 (in 1932 
$2.77 was reported), currently sells 
around 3} on the Stock Exchange. Based 
on the preliminary figures for the June 
quarter, about 44 cents a share was 
earned on the common in that period, 
but the huge amount of arrears on the 
income bonds makes the position of the 
common seem rather hopeless. When 
current bank loans have been paid off, 
however, some payments on the income 
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bond arrears would seem logical ; though 
it is possible that the company may pre. 
fer to clean up the remaining $2,900,000 
underlying debt, and even to buy in some 
of its own bonds now that the tax bill 
favors such a policy. Net earnings in 
recent years have been devoted to the 
retirement of underlying bonds which 
have been reduced at the rate of about 
$2,000,000 a year since 1937, 

Present wage contracts do not expire 
until July lst next year and the present 
national policy of wage freezing would 
seem to protect the company somewhat 
against future union demands. 

While New York is not a war produc- 
tion area, gross revenues gained 23 per 
cent in the June quarter as compared 
with 1942, Presumably the company is 
benefiting by the present régime of tire 
and gasoline rationing, and this may in- 
crease somewhat unless the automobile 
situation is eased. Apparently little dif- 
ficulty is anticipated with regard to tires 
and gas for the company’s own busses, 


¥ 


New Financing Continues at 


Low Ebb 


De September utility offerings 
accounted for about 80 per cent of 
all corporate financing, amounting to 
about $36,000,000 bonds and $7,000,000 
stocks, This utility financing consisted 
of the several Southwestern Public Serv- 
ice issues, together with the $5,000,000 
Potomac Electric Power first 34s and 
four small private placements. Refund- 
ing operations for Central Maine Power, 
Public Service of New Hampshire, Mis- 
souri Valley Gas & Electric, Utah Power 
& Light, etc., are reported under discus- 
sion but have not yet taken tangible form. 

Presumably one reason for the paucity 
of refundings is that institutional funds 
are largely flowing into government 
bonds for patriotic motives. The diff- 
culty does not seem to lie with the high- 
grade utility bond market, for the aver- 
age yield on high-grade utility issues re- 
mains almost pegged around 2.7 per cent 
(or the equivalent level of 150 in our 
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accompanying chart). Is it possible that 
the utilities are diffident about approach- 
ing the SEC for permission to refund 
until the implications of the Jacksonville 
Gas Case are more clearly understood, 
or is the investment banking fraternity 
too busy aiding government bond flota- 
tions to devote its energies to utility of- 
ferings ? 


5 


General Gas & Electric Plan 


fers has been heard recently of the 
splan of General Gas & Electric Cor- 
poration to sell its two large South Caro- 
lina properties to the power authority 
in that state. The sale agreement was 
duly signed, but was held up by the local 
courts, and the legislature failed to pass 
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remedial legislation before adjournment. 
The November 3rd elections may have 
an important bearing on the passage of 
the necessary enabling act, but it seems 
unlikely that action will occur until the 
regular January session. The Federal 
government has been reported interested 
in the consummation of the sale, since the 
two properties naturally supplement the 
Santee-Cooper hydro project financed by 
the PWA. 

Progress with the General Gas & Elec- 
tric recapitalization and integration pro- 
gram, long before the SEC, has also been 
slow. Recently GenGas proposed a new 
plan for ultimate distribution of assets 
to security holders. Apparently dubious 
of the possibilities of completing the sale 
of the Carolina properties, GenGas now 
has asked the SEC to approve a merger 
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of the two companies, Lexington Water 
laa and South Carolina Electric & 
as. 

The new company’s authorized capital 
would consist of 150,000 shares of $50 
par preferred stock and 70,000 shares of 
common stock. GenGas would own 123,- 
776 shares of the preferred and 43,394 
shares of the common (the entire out- 
standing amount). GenGas would then 
offer to exchange the preferred stock of 
the consolidated South Carolina Compa- 
ny for its own prior preferred and pre- 
ferred stocks held by the public (at ex- 
change ratios to be determined in the fu- 
ture). 

GenGas owns most of the preferred 
stock of South Carolina Electric & Gas. 
In the proposed merger two shares of 
new 5 per cent preferred would be given 
for each of the present 6 per cent and 7 
per cent preferred shares. GenGas would 
deliver to the consolidated company for 
cancellation certain bonds and debentures 
for which it would receive 50,000 shares 
of the new preferred and cash for ac- 
crued interest. Lexington Water Power 
has common stock only outstanding (all 
owned by GenGas) and this stock would 
be canceled in the merger. 


y 


Pennsylvania Power & Light 


a. Power & Light 44s of 
1974 are currently selling around 97 
compared with the year’s range of 107}- 
96 ; and the 34s of 1969 at the year’s low 
of 104, compared with the high of 108}. 
The declines appear to be due to recur- 
ring fears of SEC orders for a recapi- 
talization, indicated as a probability by 
earlier findings of the commission: 

The company’s rate structure is also 
considered moderately vulnerable to fur- 
ther cuts, though of course this would 
have a less adverse effect now than 
formerly, due to absorption of a substan- 
tial part of the lost revenue in Federal 
taxes, 

Judging from past studies of the SEC, 
a write-off of about $46,477,000 might 
prove necessary as compared with the 
current net property account of $193,- 


000,000. The revised plant figure would 
be about $146,500,000 and total funded 
debt ($95,000,000 first 33s, $28,500,000 
debentures, and $5,950,000 serial notes) 
would amount to nearly 90 per cent of 
this figure. The rate base was tentative. 
ly fixed at about $180,000,000 by the 
Pennsylvania state commission in 1938. 
at which time there was a substantial cut 
in rates, followed by a voluntary cut in 
March last year. 

Interest coverage this year is estimated 
at about 1.9 compared with 2.2 last year, 
The company, under an SEC embargo, 
can pay out only 25 per cent of available 
net earnings in common dividends. 

It is possible that newspaper comments 
on the recent Federal court decision in 
the Jacksonville Gas Case, approving a 
plan for the scaling down of that com- 
pany’s capitalization under SEC aus- 
pices, may have something to do with 
current fears regarding Pennsylvania 
Power & Light. However, the two pic- 
tures do not seem at all comparable. The 
Jacksonville Company was unable to re- 
finance maturing obligations, and earn- 
ings were inadequate. Considerable 
stress has been laid on earning power 
as a basis for valuation in Supreme 
Court decisions of recent years, and in 
this respect Pennsylvania Power & 
Light appears to be in strong position 
even though rates should be further re- 
duced. Moreover, the present bonded 
debt received the tentative approval of 
both the local commission and Washing- 
ton in 1939 (at which time, however, 
SEC ideas regarding a 50 per cent “ceil- 
ing” on the bonded debt ratio of utility 
companies had not yet crystallized). 

Pennsylvania Power & Light is the 
largest subsidiary of National Power & 
Light, in the Electric Bond and Share 
system. 


¥ 
Brooklyn Union Gas 


B ROOKLYN Union Gas is currently sell- 
ing around 9, this year’s range be- 
ing 93-7, A dividend of 25 cents was pay- 
able November 2nd, in addition to 4 
similar amount declared earlier in the 
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year, but President Paige has stated that 
“in no sense Should this be regarded as 
establishing any precedent with respect 
to amount or frequency of dividends.” 

In the first eight months of 1942 earn- 
ings of $1.20 per share were reported 
compared with $1.54 in the previous 

riod ; for the twelve months ended Au- 
gust, $1.73 versus $2.20. In the month of 
August there was a loss of 11 cents 
which was due largely to retroactive ad- 
justments, including wages; last year 3 
cents was earned in that month. Seasonal 
factors doubtless contribute to the poor 
showing for this month. 

The company is confronted with im- 
portant maturities within a few years: 
$14,217,000 first consolidated 5s are due 
in 1945, while other issues mature in 
1947, 1950, and 1957. One bond issue 
bears a 6 per cent coupon and the others 
5 per cent, reflecting the company’s in- 
ability to refund. (Two issues are non- 
callable.) A general wage increase was 
granted August Ist by an arbitrator chos- 


en by the U. S. Department of Labor, 
and a one-year contract was made with 
the Transport Workers Union (CIO). 
The amount of the wage increase was 
about $888,000 per annum, an increase of 
about $560,000 over the previous “tem- 
porary cost of living compensation” al- 
lowed to employees. The amount of the 
net increase is equivalent to about 45 
cents a share on the common stock, after 
deducting the 40 per cent which will pre- 
sumably be absorbed by Federal taxes. 

While fuel costs have advanced, in- 
creased values for by-products afford a 
substantial offset. The company has not 
benefited in any important degree by war 
production activities in its area, sales of 
gas averaging only about 4 per cent over 
last year. “Bimonthly billing” is being 
adopted as an economy measure. 

The company may, of course, benefit 
to some extent by the fuel oil shortage 
in the coming winter, since many homes 
may use their gas ranges to supplement 
other heating facilities. 


INFLATIONARY TRENDS IN TWO WAR PERIODS 
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What Others Think 


( American Gas Association 


Meeting 


ES Ges twenty-fourth annual meeting 
of the American Gas Association at 
Chicago, October 5th, 6th, heard the 
echoes from a nation at war. 

The most serious note was sounded by 
President George S. Hawley (also presi- 
dent of Bridgeport Gas Light Company, 
Bridgeport, Connecticut), who remind- 
ed his audience that while the world was 
properly concerned with the “four free- 
doms” there were others which they and 
the nation needed also to be prepared to 
defend. He stated: 


We must not forget those freedoms which 
cover the right to own property, the free- 
dom of enterprise, including freedom of con- 
tract. These are what may be called our 
business freedoms, based upon which Anier- 
ica has become the greatest nation of all 
time, and because of them we were able when 
this great war emergency arose to furge 
ahead with titanic strides, almost to the puint 
of the miraculous. These great business 
freedoms are at stake. 

They must be preserved against all odds, 
and to accomplish this we must prepare and 
plan now. We may not save all of them, but 
we will surely save most of them, and per- 
haps new ways will be developed which may 
in part compensate for what we may lose. 


Nevertheless, he added, everything 
must now be subordinated to the war and 
its successful prosecution. He pledged 
that “We will not fail.” However, the 
association president declared he fore- 
saw acute problems generally in the com- 
ing decade, particularly in the gas indus- 
try, but added he was hopeful of an 
eventual solution that would leave a sta- 
ble industry after adaptation to the new 
conditions, 


URTHER reminder of present condi- 
tions came with the address of Mason 
Mangum, who formerly served on the 
Virginia State Corporation Commission, 
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and has recently been advanced in the 
War Production Board from other duties 
to chief of the business contacts branch, 

Revealing that the gas industry has on 
file with the WPB Power Branch proj- 
ects for pipe lines and new construction 
requirements aggregating 1,000,000 tons 
of iron and steel, he added bluntly, “You 
are not going to get a million tons, be- 
cause it is not there to get. It is too crit- 
ical, and needed for our use all over the 
world.” 

He added that WPB intends to provide 
iron and steel needed by the armed forces 
first, and what is left will go to civilian 
needs. 

“You will 
promised. 

Every possible conservation of fuel 
energy to meet anticipated increased 
war needs was urged on the gas indus- 
try by J. A. Krug, deputy director gen- 
eral for priorities control of WPB. 

The increased war requirements will 
have to be met largely without increased 
facilities, he conceded, in view of the 
tightening squeeze of material shortages. 

The final quarter of this year and 
opening quarter of 1943, Krug warned, 
will be most critical with respect to ma- 
terials. After that, he said, it was felt the 
country will be “pretty much over the 
hump.” 

He sounded a warning note on occupa- 
tional deferments from military draft in 
the industry, and expressed belief that 
the next year will find girls and women 
reading meters, doing testing work, and 
general labor jobs, in addition to all of 
the office work. He expressed confidence 
they could fill such positions. 


get your share,” he 


OMEWHAT similar views marked the 
talk by another WPB official, Mar- 
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in Bennett, chief of the gas supply sec- 
ion. Conservation along a broad front 
wil be necessary, he told the meet- 
ing. This will include utilization of ex- 
isting natural gas transmission facilities 
as near the 100 per cent load factor as 
the limited use of additional critical ma- 
terials will allow, he continued. 

He foresaw the gas companies com- 
pelled to adopt the same course as many 
petroleum companies, and send their 
customers into the laps of competitors ; 
also, that in some instances, competing 
companies will have to pool gas supplies. 

The meeting heard talks, all indicative 
of a growing awareness of war condi- 
tions, from J. French Robinson, presi- 
dent of East Ohio Gas Company, Cleve- 
land; Alexander Forward, managing di- 
rector, American Gas _ Association; 
Emest R. Acker, president, Central 
Hudson Gas & Electric Corporation, 
Poughkeepsie; Burt R. Bay, president, 
Northern Natural Gas Company, 
Omaha; F. W. Sullivan, Jr., technical 
director of Institute of Gas Technology, 
Chicago; E. Holley Poe, director, nat- 
ural gas-gasoline division of the Petro- 
“y, Codrdinator’s Office, Washington, 
D.C. 


| gery the meeting on “Demand 
and Supply of Natural Gas after 
the War,” Mr. Robinson conceded the 
truth of the prophecy that “many things 
won't be the same as they were before 
this war.” Nevertheless, he contended 
that there will be no serious or perma- 
nent social losses due to this war and that 
there will also be many lessons learned 
and many that will be put to use. He 
stated : 


... taking 1941 as our basis, we find one 
of the present natural gas codrdination dis- 
tricts with known reserves of natural gas 
estimated at 65,000,000,000,000 cubic fect, or 
76 per cent of the total. Another district and 
across the continent from that one, is a dis- 
trict with 5,000,250,000,000 cubic feet of 
known reserve natural gas supply, or 6 per 
cent of the total. Yet the former district, 
with 76 per cent of the known naticnal re- 
serve supply, in 1941 utilized only 1,000,309,- 
000,000 cubic feet, or 46 per cent of the total 
annual consumption, while the latter district, 
with only 6 per cent of the known national 


reserve, utilized 500,000,000,000 cubic feet, or 
18 per cent of the national total. The answer 
to this problem is arithmetically and instan- 
taneously reduced to geographical terms, 
and these are simple terms of transportation. 

All boiled down, natural gas require- 
ments after the war will make still more 
acute the problem of balancing supply and 
demand geographically. The machinery for 
this, luckily, already exists and will have 
been improved and perfected in the ease and 
speed with which it functions. Experience 
is doing that now. It is obvious, also, that 
the successful integration of our industry 
with other industries effecting the mutual ex- 
change of critical materials needed will also 
be retained as a profitable lesson taught by 
this war. 


The post-war abundance of materials 
which he anticipated, he said, will enable 
the country to realize the potential values 
of natural gas as never before, and sup- 
plies and requirements will also be bet- 
ter balanced within the several districts 
themselves. Predicting that the solution 
of the problem of seasonal balances will 
be sought by new methods, as well as bet- 
ter use of present methods, Mr. Robin- 
son pointed out: 


We can look forward also to an increas- 
ing insistence upon the education and guid- 
ance of our consumers in the general utili- 
zation of gas not alone for the purpose of 
greater customer satisfaction in such use, 
but for economical and, hence, gas conserva- 
tion purposes as well. This will amount, I 
believe, in time to a systematic control, 
through education, of the ways in which nat- 
ural gas is to be used. 

Now, I think, we are compelled to en- 
large our vision of natural gas requirements, 
and predict that after the war the advantages 
of natural gas as the perfect fuel will not 
be so simply calculated in terms of present 
or past localities of utilization. It is true that 
the requirements of those communitics 
which have been built up around natural gas 
as a fuel will continue to increase and be 
met by an improved system of national dis- 
tribution patterned after the present coordi- 
nation plan. But it is also probabie enough 
to demand inclusion in any post-war consid- 
eration that the advantages of natural gas 
will be extended to new communities, new 
markets, new forms of utilization. House 
heating with gas had only begun to str'ke 
its stride when this war befell us. Our peo- 
ple in America will never give up this price- 
less advancement in living. There is no rea- 
son why they should. Everything was ar- 
rested by this war, to be sure, but to assume 
that everything will stay at the point of sus- 
pended deveiopment where it was when war 


667 NOV. 5, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


found it is nonsense, unless “our way of life” 
is to be regarded as just another slogan, and 
“freedom” written down to merely a choice 
between governments. People, I think, will 
continue to be people, and things will always 
remain things. 


ISCUSSING the effect of the war in 
depletion of the country’s national 
reserves of all resources, Mr. Robinson 
declared that “gas can be no exception.” 
He continued : 

Both supply and requirements of natural 
gas will, however, be vitally affected by this 
war through the enforced practices of con- 
servation, in every single phase of the indus- 
try, from production clear through to in- 
creased efficiencies of utilization. The na- 
tion will never recover from the terrific im- 
pact on our material resources which this 
war is causing. All we can do is to care- 
fully husband what is left us. Intensifica- 
tion of all research and engineering and edu- 
cational effort for conservation all along the 
line must be included in any consideration of 
post-war requirements and supply. The 
three are inseparable. By conservation I 
mean economical and wise use of natural 
gas, and this again heads up into a system 
of centralized authority and coérdinated in- 
dustrial efforts. Indeed, without intensive 
conservation effort on the part of all of us, 
the time will soon come when there will not 
be any natural gas industry, not even for 
war. 

Holding that the future promises to 
the nation’s suppliers of natural gas a pe- 
riod of intensified use and an improved 
method of transportation by which the 
advantages of natural gas can be extend- 
ed to more people, Mr. Robinson also 
predicted an era of intensive competition 
between gas and other fuels and forms of 
heat, from which he did not exclude even 
the sun. 

The latter reference was to experi- 
ments in use of the sun’s heat for prac- 
tical purposes. “Competitively, even at 
the best it is no bed of roses to which we 
can look forward,” Mr. Robinson added. 

Injecting what he termed his “only 
note of optimism,” he said, “We can and 
will poke enough of a hole in the clouds 
to see at least where we are if not where 
we are going.” 


M ANUFACTURED and natural gas util- 
ity sales for July increased sharp- 
ly over the corresponding month of 1941, 
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the meeting was told—amounting to 30,- 
382,800,000 cubic feet, an increase of 9 
per cent over July, 1941. Industrial sales 
registered a gain of 17.4 per cent; resj- 
dential sales 7.3 per cent; and sales for 
commercial use 2.4 per cent. 

Natural gas sales totaled in July, 1942, 
119,939,500,000 cubic feet, an increase 
of 8.9 per cent over last year. Sales for 
residential use increased 10.5 per cent, 
commercial sales 20 per cent, and for 
residential purposes, including amounts 
used in generating electric power in pub- 
lic utility steam plants, 7.5 per cent, 
Manufactured and natural gas utilities 
were serving a total of 18,849,600 cus- 
tomers on July 1, 1942. 


ye war emphasis continued through 
numerous reports by technical and 
industry committees at the meeting. In’ 
his report on activities of the associa- 
tion’s Washington office, George W. 
Bean, director of that office, revealed that 
1,050 PD-1A applications have been ex- 
pedited at Washington, not including a 
large number which it was unnecessary 
to process, in addition to obtaining nec- 
essary allocations of materials through 
direct contact with the appropriate 
branches. He also pointed out that, large 
as the volume of this work was in the 
past year, it was only a minor phase of 
such service, as it is frequently necessary 
to conduct extensive follow-through 
operations. 

The report on industrial and commer- 
cial gas national advertising, made by J. 
P. Leinroth, of Public Service Electric 
& Gas Company, Newark, New Jersey, 
was in the same vein. 

Industrial and commercial advertising 
has been closely tied in with the defense 
and war program, he pointed out. As 
early as September, 1940, the character 
of the industry’s advertising was changed 
to conform to the defense program, 
initially ; and after Pearl Harbor, a new 
series of advertisements was designed to 
capitalize on the important position of 
industrial gas in the nation’s war pro- 
gram—to build good will and prestige 
for gas which would be useful and help- 
ful in the post-war period. 


668 











WHAT OTHERS THINK 














Bs be rs Aa + 





“SERGEANT, HOW MANY TIMES MUST I TELL YOU WPB GAS LIMITATION 











ORDERS DO NOT APPLY TO THE ARMY!” 


HE report on metal treating and 
melting, made by Robert C. LeMay, 
chairman of Subcommittee No. 1 and a 
member of the Connecticut Light & 
Power Company, Waterbury, Connec- 
ticut, dealt with the use of industrial gas 
in the war effort to an important extent. 
Chairman LeMay reported that while 
the war has been directly responsible for 
the increased demand for industrial 
luels, generally, gas has assumed high 
rank among fuels purchased—particu- 
larly for metal treating—because for 
many years preceding the war indus- 
inal gas representatives and equipment 
manufacturers continually demonstrated 
in American factories that gas would do 
asuperior job at reasonable cost. 
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The report by C. George Segeler, 
American Gas Association, chairman of 
the committee on heat treatment of 
aluminum and magnesium and their al- 
loys, went further into this phase of gas 
use. It dealt generally with the best 
methods of heat treating, and summa- 
rized important material bearing on this 
subject for use of industrial gas engi- 
neers. 

The committee on the annual Amer- 
ican Gas Association Gas Engine Power 
Census, headed by G. R. Walton of 
United Gas Pipe Line Company, Hous- 
ton, Texas, observed that with 49 nat- 
ural gas companies reporting at the be- 
ginning of 1942, there were 4,452 gas 
engine accounts, compared with 4,234 for 
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1941; the number of engines in opera- 
tion rose 5.2 per cent from the beginning 
of 1941 to the beginning of 1942: re- 
spectively, 7,905 compared to 8,316, with 
a total horsepower increase of 8.6 per 
cent reported. The report stressed that 
a number of the more recent engine ac- 
counts are in war production plants, and 
anticipated that still more gas-driven 
power will be utilized in war production 
as the tempo increases. 


HE Laboratories Managing Com- 

mittee, of which George E. Whit- 
well, Philadelphia Electric Company, is 
chairman, reported that the trend begin- 
ning more than a year ago has continued 
increasingly in the direction of meeting 
demands of all-out war. During the 


greater part of the calendar year 1941, 
the report stated, testing operations were 
devoted principally to approval of equip- 
ment necessitated by the then defense 
program, which is now a full-fledged war 
effort. 

Sudden changes in the industry as a 


result of the war have had a violent ef- 
fect on the manufacture of gas appliances 
and equipment, as well as on distribu- 
tion channels, H. M. Woolman, Jr., Jer- 
sey Central Power & Light Company, 
Asbury Park, New Jersey, chairman of 
AGA Food Service Equipment Commit- 
tee, reported. 

“The shrinkage of volume for civilian 
use as compared with government busi- 
ness has in practically every case dis- 
rupted manufacturers’ sales forces until 
they exist only in skeleton form,” Chair- 
man Woolman stated. “Dealers and dis- 
tributors’ sales organizations have been 
similarly affected.” 

Gas air conditioning has attained 
notable acceptance in 1942 and is ready 
for expansion, L. Ourusoff, Washing- 
ton Gas Light Company, Washington, 
D. C., chairman of the joint committee 
on gas summer air conditioning, report- 
ed. He pointed out that the effects of war 
on the budding gas air-conditioning in- 
dustry have been evident in a flourish- 
ing business for manufacturers of de- 


humidifying equipment through volum. 
inous sales to war industries and a grow. 
ing dependence by industry on such 
apparatus. 


Ts report of the committee on op- 
eration of public utility motor ye. 
hicles, by Jean Y. Ray, Virginia Electric 
& Power Company, Richmond, Virginia, 
chairman, was a symposium on problems 
under this heading. Likewise, it revealed 
strikingly the effects of the current war 
situation. It was pointed out that under 
the circumstances it was felt that the in- 
terests of the gas industry and all other 
public utilities could best be served if the 
committee membership devoted its ef- 
forts to working with various groups set 
up by government agencies controlling 
the manufacture, sale, and operation of 
motor vehicles, accessories, and fuel and 
postponed temporarily other activities. 
The chairman also stressed that it had 
been deemed advisable during the year 
to codperate with other public utilities 
outside of the gas industry, because of 
the tendency of government agencies in 
charge of transportation matters to group 
all types of public utilities under one 
classification. Other phases of this re- 
port dealt with adjustment of engines for 
war-time fuel and truck operation under 
present conditions. 

A series of technical reports dealt 
with gas production, distribution, gas 
conditioning, and chemical analyses and 
tests. They were made, respectively, by 
the following chairmen: R. H. Arndt, 
Consolidated Gas, Electric Light & 
Power Company, Baltimore; C. S.@ 
Goldsmith, Brooklyn Union Gas Com- 
pany, Brooklyn; H. D. Lehman, Phila- 
delphia Gas Works Company, Philadel- 
phia; and R. J. Sheridan, Brooklyn 
Union Gas Company. 

J. H. Collins, New Orleans Public 
Service Inc., New Orleans, chairman of 
the subcommittee on meters and meter- 
ing, and Ohmer Ullery, Ohio Fuel Gas 
Company, Columbus, chairman of sub- 
committee on publicity to customers on 
meter reading, also submitted reports. 
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U. S. Chamber Sees Post-war 
Demand for Appliances 


vAST, immediate post-war consumer 

demand ranging from 2,100,000 
automobiles to 900,000 electric irons— 
and a personal savings program to help 
fnance it—was disclosed recently by a 
nation-wide survey of family needs with- 
in the first six months after the end of 
hostilities. 

These and scores of other definite in- 
dications came from a scientific sampling 
of estimated needs of thousands of 
families throughout the United States, 
obtained by personal interviews for the 
Chamber of Commerce of the United 
States, 

The chamber consumer survey, now 
completed, shows that there will be a de- 
mand for 1,500,000 mechanical refrig- 
erators, 1,200,000 washing machines, 1,- 
200,000 radios, and 600,000 sewing ma- 
chines. More than 1,200,000 families 
will want to buy living room furniture, 
bedroom furniture, or rugs, carpets, and 
linoleum. 

About 3.4 out of every 10 home owners 
would make repairs and improvements 
in their homes within six months after 
the war, with 17 per cent planning to 
paint the outside; 7 per cent expecting 
to put on a new roof; and 6 per cent hop- 
ing to redecorate the interior. Six out 
of every 10 farmers who own their own 
farms would do these things in the first 
sx months: build or repair new out- 
buildings, barns, fences, tenant houses. 

Eric A. Johnston, chamber president, 
said that while the first job of business 
isto win the war as quickly as possible, 
“we must not overlook the fact that when 
peace comes we shall have to turn to the 
everyday task of supplying the nation’s 
accumulated wants and in doing so fur- 
nish jobs for the millions who will be 
released from the armed services and 
from war production.” He continued: 

The nation-wide survey will be kept up to 
date current.y, to furnish government and in- 
dustry with facts on post-war consumer needs 
and potential purchasing power, toge her with 
the time and requirements for reconversion 
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of industry to meet the demands of a re- 
newal of peace-time production. 

The survey is divided ino two phases— 
consumer research and specific industrial re- 
search. The post-war consumer market 
analys's will be translated into terms of raw 
materials, plant capacity, machine ‘ools, and 
labor required to meet the demands of con- 
sumers. 


. } finance consumer-planned pur- 
chases, 56 per cent of the families 
said they were able to save at the pres- 
ent time—29 per cent are laying away 8 
per cent or more of their monthly in- 
come, and 35 per cent are planning to 
have an accumulated annual saving of 
10 per cent or more. Fifty-nine per cent 
of the families are putting money into 
war bonds and stamps; 50 per cent are 
using life insurance; 16 per cent savings 
accounts; 16 per cent are paying off 
mortgages ; and 10 per cent are channel- 
ing their funds into other savings or in- 
vestments. Nineteen per cent are saving 
for a specific post-war purchase. 

“Despite the evidence that many peo- 
ple intend to make extensive major pur- 
chases immediately after the war, most 
people are not—on the basis of present 
saving—counting on buying these things 
for cash,” the chamber said it had found. 
“The American habit of instalment buy- 
ing will continue to be a major factor in 
large consumer purchases.” 

About half of the present consumers 
think there will be plenty of jobs, while 
38 per cent believe there will be serious 
unemployment. Seventeen per cent be- 
lieve that the country’s factories will be 
able to supply people with all the things 
they want to buy within six months after 
the war, but the rest believe it will take 
more time. 


HE careful sampling of the nation’s 

families, and families alone, indi- 
cates that 900,000 families intend to 
build or buy a new house within six 
months after the war is over: 


33 per cent would pay $3,000 for the house 
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26 per cent would pay $3,000 to $5,000 for 
the house 
24 per cent would pay $5,000 to $10,000 for 
the house 
7 per cent would pay more than $10,000 
10 per cent are uncertain what they would 
pay. 
In all, an expenditure of about $5,000,- 
000,000 is indicated. 
On the question of consumer post- 
war purchasing power, 30 per cent of the 


families interviewed said they were bet- 
ter off than before the war; 27 per cent 
said they were worse off than before the 
war ; and 43 per cent saw no change, 

But 37 per cent of the families said 
they had more money to spend for things 
other than food, shelter, and clothes than 
they had two or three years ago; 34 per 
cent said they had less money to spend; 
and 29 per cent said they had about the 
same. 





Annual Report 


of the Board of 


Transportation-Research 


yi Board of Investigation and Re- 
search-Transportation recently sub- 
mitted its annual report of the first year 
of its activities to the President and the 
Congress. 

The act creating the board directed it 
to investigate the relative economy and 
fitness of railroad, motor, and water car- 
riers to determine the service for which 
each is especially fitted; the amount of 
public aids granted them; the extent of 
taxes imposed upon them; and other 
matters which the board deems impor- 
tant toward developing a national trans- 
portation system adequate to meet the 
needs of commerce, the postal service, 
and national defense. 

Activities of the board during its first 
year include investigation of the flow of 
traffic ; cost and efficiency of transporta- 
tion services; public aids received and 
taxes paid by carriers; labor relation- 
ships ; shipper-carrier relationships ; reg- 
ulatory practices; and interterritorial 
freight rates. 

The report shows that in 1939, 600,- 
000,000,000 ton miles of traffic were 
hauled by domestic carriers, of which 
58 per cent moved by railroad, 11 per 
cent by pipe line, 9 per cent by high- 
way, and 22 per cent by inland and in- 
tercoastal water carriers. 


Pe precont is made on the 130,000,000 
acres of land granted by the Fed- 
eral government and 49,000,000 acres 
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granted by state and local governments 
to the railroads, and on Federal ex- 
penditures on waterways, which, up to 
June 30, 1940, amounted to nearly $2,- 
000,000,000. During the period 1921- 
1940 about $39,000,000,000 of public 
funds were spent on roads and streets. 
Taxes paid by carriers in 1941 alone 
amounted to more than $3,000,000,000, 
of which over $2,000,000,000 was paid 
by motor carriers, nearly $600,000,000 
by railroads, and the balance by water, 
pipe line, and air carriers. 

The board states that a full report, 
with findings and recommendations on 
the interterritorial rate structure, will be 
filed in January, 1943, and findings on 
public aids and taxation will be filed dur- 
ing the fiscal year of 1943. 

The board said the apparent surplus 
of transportation was turned into a trans- 
portation shortage by the war emer- 
gency, but pointed out that the old prob- 
lems of oversupply and destructive com- 
petition will probably return in intensi- 
fied form after the war unless construc- 
tive policies are adopted. The report 
states that, although all forms of trans- 
portation are now regulated with a view 
to protecting the public from excessive 
and discriminatory charges and providing 
adequate carrier services and revenues, 
carriers and shippers continue to com- 
plain of unfair and unequal treatment. 

The board’s investigations of inter- 
territorial freight rates will undertake to 
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point out the economic effect of freight 
rate levels which the South and the West 
complain have retarded the development 
of their regions, forcing industries to lo- 
cate in the East and along the seacoasts, 
Great Lakes, and other waterways in 
order to get the benefit of lower trans- 
portation charges. 

Greater use of modern facilities and 
methods, coordination and unification of 
transportation agencies, and the organ- 
ization of “transportation companies,” in 
which rail, highway, and water services 
would be combined, are among the pro- 
posed methods which the board is investi- 
gating for improving service and elimi- 
nating harmful competition. 


“HONORABLE SPY COMRADE TAPPED A TROLLEY WIRE BY MISTAKE 
FOR A TELEPHONE WIRE AND FUSED HIS BRIDGEWORK” 


oe board was organized a year ago 
as an independent Federal agency 
under the provisions of the Transporta- 
tion Act of 1940. The President, on June 
26, 1942, extended the life of the board 
to its statutory limit, September 18, 1944, 
in a proclamation declaring that “the na- 
tional interest requires the development 
of informed policies by which an efficient 
transportation system essential to the na- 
tion in peace and in war may be 
promoted, strengthened, and main- 
tained.” 

Nelson Lee Smith, of New Hamp- 
shire, Robert E. Webb, of Kentucky, 
and C. E. Childe, of Nebraska, are the 
members of the board. 
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Post-war Power Markets 


“Spage one by utilities over surplus 
post-war power production should 
be largely absorbed by many private in- 
dustries which now produce their own 
power, a spokesman for General Electric 
Company, recently quoted by The Jour- 
nal of Commerce, stated. Many of those 
concerns will find it cheaper to buy their 
power from their local utility company, 
he said. 

Private industries which generate their 
own current are now working their 
plants at capacity in their prosecution of 
the war, with the result that their power 
plants are being subjected to unusual 
wear and tear. Another contributing fac- 
tor is inability, in many instances, to 
make proper replacements under war- 
time restrictions. When the war ends 
they will be faced with the necessity of 
replacing much, if not all, of their power 
from their local utility. 

During the war many revolutionary 
manufacturing processes have been de- 
veloped, including a change-over in the 
production of turbines and other power 
plant equipment from a “custom-built” 
to a mass production basis. 

Another new departure, the GE 
spokesman said, was the standardization 
of generating equipment and replace- 
ment parts. Mass production and stand- 


ardization, he said, have cut the costs to 
the lowest levels in history. 

These factors should contribute to- 
ward lower power costs by utilities, [t 
is such lower power costs, contrasted 
with the alternative of private industrial 
concerns to either install all new power 
plant equipment or else have “custom- 
built” replacements made at high costs, 
that will probably cause many private in- 
dustries to abandon their own power 
plants and rely upon the utilities for 
their electrical energy. 


— standardization of electric pow- 
er equipment will eliminate much 
waste now prevalent in upkeep through 
the inability of utilities to obtain ready- 
made replacement parts. It does not pay 
them, under the present equipment 
manufacturing set-up, to replace certain 
parts. 

General Electric Company already is 
talking standardization to the utilities, 
pointing out the tremendous industry- 
wide advantages through the adoption 
of “in stock” or standard equipment. As 
a result, by the time the war ends, some 
utilities may be operating with standard 
equipment, giving them an edge over 
those still using specially made ma- 
chinery. 





The 1942 Tax Bill and the Utilities 


| the 1942 war tax bill re- 
cently signed by President Roose- 
velt imposes the greatest tax burden in 
the history of the nation on business and 
individuals, its passage was marked by 
a certain measure of recognition of the 
financial problems of public utility com- 
panies. 

Utilities, in common with other cor- 
porations, are required to pay the sharp 
increases in corporate income tax. How- 
ever, this increase is not so much as the 
administration wanted. The Treasury 
first proposed a combined corporation 
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normal and surtax of 55 per cent (it was 
31 per cent for 1941 taxes) and a 90 
per cent excess profits tax. Congress 
finally adopted a Senate version of the 
bill,; which enacted a combined normal 
and surtax of 40 per cent and a 90 per 
cent excess profits tax rate. 

Congress also put into the bill certain 
relief provisions to cushion the corporate 
income tax levy. Thus, there is an 80 
per cent ceiling placed on effective cor- 
poration taxes which should help com- 
panies with extremely high excess profits 
in relation to other capital or past earn- 
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ings. There is also a post-war credit, 
amounting to 10 per cent of excess 
profits taxes paid. This credit will be in 
the form of a noninterest-bearing gov- 
ernment security which will be non-ne- 
gotiable until after the war. 

Companies are allowed to take 40 per 
cent of their debt repayments as a de- 
duction from excess profits taxes and an 
offset against the post-war credit. The 
eventual proceeds from the redemption 
of post-war credit bonds wiil be nontax- 
able. 


Bape most specific relief for public 
utility companies, however, was the 
provision allowing exemption of divi- 
dends on preferred stock of utilities from 
the 16 per cent surtax. 

The deduction is allowed for utilities 
furnishing telephone, gas, electric, and 
water service—provided their rates are 
fixed by government regulation. Deduc- 
tion is applicable to taxable year begin- 
ning after December 31, 1941, regard- 
less of whether the particular company 
follows a calendar or fiscal year. Divi- 
dends on preferred stock of holding com- 
panies which also are operating utility 
companies are probably qualified for the 
surtax exemption. The exemption ap- 
plies, however, only to dividends on such 
stock as was issued before October 1, 
1942, and which called for limited 
cumulative dividends payable ahead of 
other stock. The voting or nonvoting 
character of the preferred stock does 
not affect application of the deduction. 

With the exception of an increase in 


excise tax on telephone and telegraph 
bills, there were no new excise taxes af- 
fecting utilities contained in the 1942 
legislation. The telephone excise was 
changed in the final tax bill (from earlier 
provisions) in the following manner: 
The tax on monthly telephone bills (pay- 
able by the subscriber) was increased 
from 6 per cent to 10 per cent. Long- 
distance calls in excess of 24 cents were 
taxed 20 per cent ad valorem. A “catch- 
all” tax on bills for miscellaneous tele- 
phone services probably results in plac- 
ing toll calls of less than 25 cents also 
under a 10 per cent tax. Local calls (less 
than 25 cents) from public pay stations 
are generally exempt from the excise. 

Of special interest to the public utility 
industry was the action of the conferees 
in eliminating a Senate-approved provi- 
sion to exempt from Federal taxation 
certain nonprofit corporations estab- 
lished to promote the spread of public 
ownership. This provision, sponsored by 
Senator LaFollette of Wisconsin, would 
have extended the tax exemption now 
enjoyed by municipal and other govern- 
ment securities to certain corporations 
formed upon petition of 10 per cent of 
voters in the service area of utility prop- 
erties to be acquired from private com- 
pany ownership. 

The exemption would have required 
the eventual turning over of such proper- 
ties by the nonprofit corporation to for- 
mal public operation upon the retirement 
or liquidation of the corporation’s se- 
curities. As finally enacted, the 1942 
bill deleted this provision completely. 





Notes on Recent Publications 


THE THEORY AND PRACTICE OF JoB RATING. By 
M. F. Stigers and E. G. Reed. The Mc- 
Graw-Hill Book Company, New York, N. Y. 
Price $1.75. 154 pp. 1942. 

Noteworthy for its original and unusually 
factual approach to job rating, this book of- 
fers an accurate, practical means for meas- 
uring every job element—including the in- 
— heretofore considered unmeasur- 
able, 

The fundamentals and philosophy un- 
derlying the subject are explained; a scien- 
tific technique for the actual evaluation work 


is given; and questionnaires, rating scales, a 
cross comparison procedure, and pertinent 
data plus full instructions are provided. 


Tue BoutperR CANYON Project: HisTorIcAL 
AND Economic Aspects. By Paul L. Klein- 
sorge. Stanford University Press, Stanford 
University, California. 1941. Pp. xiv, 330. 
Price $3.50. 


AMERICAN RAILROADS IN WaR TIME. By Thor 
Hultgren. Political Science Quarterly. Sep- 
tember, 1942. 
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President Seeks Cheaper Power 
For War Plants 


[? is reliably reported that President Roose- 
velt recently wrote a letter to various war 
agencies suggesting that war plants might bar- 
gain directly with power producers for cheap- 
er electric supply. It was intimated that the 
Federal Power Commission, exercising its 
emergency authority over interconnections, 
might fix the terms whereby such power might 
be delivered over intervening transmission fa- 
cilities, regardless of ownership. 

Revelation of this communication raised 
some question as to whether it would have 
any effect on the War Production Board’s 
control over the mobilization of the nation’s 
power supply. 

It appeared, however, that President 
Roosevelt’s letter was primarily a suggestion 
subject to counter proposal. Officials of the 
WPB, Army, Navy, and Maritime Commis- 
sion were said to have privately expressed 
considerable doubt that the President intended 
to have his suggestions interpreted in such a 
way as to disrupt the integrated power pools 
which have been planned by the War Pro- 
duction Board Power Branch. 

In any event, the War Production Board’s 
approval would be necessary for the allocation 
of any critical materials needed to install inter- 
connecting facilities even after authorization 
by the FPC. 

A rather conservative appraisal of the 
development, therefore, suggested that the 
White House proposal would be applied only 
in such exceptional circumstances where it 
would not seriously conflict with the WPB’s 
present integrated power supply set-up. It 
was pointed out that there are probably few 
power supply areas where transmission and dis- 
tribution facilities are not already heavily 
committed to important war supply functions. 


Supreme Court Refuses to Ban 
Trial 


T2 United States Supreme Court on Oc- 
tober 19th denied a Justice Department 
request that Appalachian Electric Power Com- 
pany be required, without a trial in the West- 
ern Virginia Federal District Court, to accept 
a 1942 license from the Federal Power Com- 
mission to regulate operation of a hydroelec- 
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tric project on the New river, near Radford, 
Virginia. 

The Justice Department contended a trial 
would interfere with waging the war. 

In a December 16, 1940, decision, the Su- 
preme Court ruled that the project was sub- 
ject to regulation by the Federal Power Com- 
mission, The Federal District Court was di- 
rected to enjoin the company from operating 
the project except under a license “substan- 
tially in the form” tendered by the Federal 
commission in 1931, 

The new litigation resulted from the re- 
fusal of the company to accept a license ten- 
dered by the commission in 1942. The com- 
pany contended the new license differed con- 
siderably from the one offered in 1931, while 
the commission asserted that they were sub- 
stantially the same. 

Asking the Supreme Court to construe its 
1940 decision to require the acceptance of the 
new license, Solicitor General Charles Fahy 
contended that a trial would “impose a sub- 
stantial burden” on the government and im- 
pede the war effort. 


~ Ordered to Use Less Scarce 
Materials 


HE War Production Board on October 

10th ordered a 40 per cent cut in the 
amount of copper, steel, and other scarce met- 
als that public utilities may use for mainte- 
nance and repair of transmission and distri- 
bution systems during the last three months of 
this year. 

A 40 per cent reduction also was ordered 
in the allowances of stock of these metals they 
may keep on hand in anticipation of needs for 
that period. 

Heretofore the public utilities have been 
permitted to use amounts similar to what they 
used in a corresponding period in 1940. | 

Electric utilities were further required in 
the order to make at least 75 per cent of their 
wire, cable, and bus bar purchases from the 
inventories of other utilities rather than from 
manufacturers, and gas and water utilities 
were required to get at least 40 per cent of 
their pipe and similar supplies from inven- 
tories of like utilities. ? 

The new order, P-46, provides substantially 
higher ratings for such materials as wil 
allowed. All A-2 ratings have been raised to 
AA-5. A special rating, AA-2X, has been as- 
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signed to deliveries of materials to repair ac- 
wal breakdowns. 


Gas Export Approved 


ne Federal Power Commission on Octo- 

ber 16th announced its order authorizing 
he Border Pipe Line Company of Houston, 
Texas, and the American Smelting & Refin- 
ing Company of New York, to export natural 
as produced in the San Salvador gas field 
n Hidalgo county, Texas, for use by the 
geting company in its zinc smelter at Ro- 
ita, Coahuila, Mexico, 
The authorization is for five years or for 
the duration of the war, whichever is greater. 
According to the Border Company’s appli- 
uation, the American Company requirements 
ae estimated to be 10,000,000 feet per day. 


EHFA Disbanded 


PRESIDENTIAL executive order on October 

13th ended the life of the Electric Home 
ad Farm Authority, Federal agency estab- 
lished in 1935 to finance the distribution and 
sle of electric and gas appliances, primarily 
in rural areas, 

President Roosevelt told a press conference 
that production of appliances had been so re- 
stricted by the war that this financing was no 
_ needed and no more loans would be 
made. 

Consequently, he said, the remaining func- 
tions of the agency are being turned over to 
the Reconstruction Finance Corporation for 
liquidation. 


FPC Waives Power Connection 
Policy 


HE Federal Power Commission on Oc- 
| tober 16th announced a policy of waiving 
jurisdiction over intrastate power companies 
that tie in their lines with interstate utilities in 
order to increase power supplies needed by war 
industries, 

Leland Olds, chairman, said the position 
was taken “to encourage interconnections and 
improve the use of electric facilities wherever 
neded to increase war production.” 

The policy was stated in an announcement 

that the commission had ruled that intercon- 
nection of the Texas Power & Light Com- 
pany’s lines with the Southwestern Gas & 
Electric Company would not establish the for- 
mer concern as an interstate utility. 
_The purpose of the connection, the commis- 
sion said, was to get Texas Power & Light 
into the “Southwestern power pool” in which 
several companies are linked to furnish power 
to the Defense Plant Corporation’s aluminum 
plant at Lake Catherine, Arkansas. 

The commission’s waiver of jurisdiction, to 
lst for the duration, was granted under the 
tmergency authority it holds, the FPC said. 
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SEC Suspends Hearings 


Ti “death sentence” proceedings against 
Niagara Hudson Power Corporation were 
suspended for one month on October 16th by 
a trial examiner of the Securities and Ex- 
change Commission after counsel for the com- 
mission had concluded introduction of ex- 
hibits against the holding company’s system. 

Richard C. Townsend granted a motion by 
counsel for the company that the delay be 
granted to enable the respondents to prepare 
their case and to gather material requested by 
the utilities division of the SEC. 

Mr. Townsend directed that the proceed- 
ings be held in abeyance until November 16th, 
but indicated that he would countenance no 
further delays. Harry C. Slater, of counsel 
for the utilities division, did not oppose the 
delay. 


High Court Grants Review 


HE United States Supreme Court on Oc- 

tober 12th granted a petition to review a 
Federal Power Commission ruling that an 
electric power company, doing business with- 
in a state but having power connections with 
another utility which is connected beyond the 
state, is subject to Federal regulation. 

The question arose over the acquisition by 
the New Jersey Power & Light Company 
of 341,350 shares of common stock of Jersey 
Central Power & Light Company. FPC rules 
forbid the acquisition by one public utility of 
stock of another without express authoriza- 
tion from the commission. 

Jersey Central Power contended that it is 
subject to regulation by the New Jersey Board 
of Public Utility Commissioners and conse- 
quently the FPC cannot control it due to an 
express provision of Federal statute. 

It further contended that it is not a public 
utility within the meaning of the act because 
it does no business beyond the state. It is, 
however, connected with the New Jersey Pow- 
er & Light Company, which, in turn, is con- 
nected with a New York concern. The FPC 
held this sufficient to bring it within its pur- 
view. The third circuit court of appeals up- 
held this ruling. 

Attorney General Francis A. Pallotti, of 
Connecticut, requested the Supreme Court to 
review the decision, stating that the public 
utilities commission of his state and several 
of the power companies desired an authori- 
tative ruling on the question. 


Utility Fights Tax Basis 


HE Duke Power Company, a public utility 

operating in the Carolinas and maintain- 
ing a registered office in New Jersey, recently 
contended its intangible property such as 
stocks and bonds and money in banks is not 
taxable in the state of New Jersey and has 
asked the state supreme court to void a $11,- 
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604,815 assessment for 1939 taxing purposes. 

A boost in the assessment to $20,756,096 is 
sought by Hillsborough Township, Somerset 
county, where the company had its registered 
office at that time. The state board of tax 
appeals reduced the assessment to $11,604,315 
on appeal. Previously, the Somerset County 


oo Board had fixed a valuation of $21,953,- 


The state supreme court, which has power 
to set a new assessment figure, if necessary, or 
to scrap the assessment entirely, on October 
7th reserved decision on the case. 


Seaway Favored after War 


RESIDENT Roosevelt made it clear last month 


that his abandonment of the St. Lawrence 


seaway and power project was purely tempo- 
rary, because of war-produced steel and man 
power shortages. 
that the project will be completed to provide 
a water route from the Atlantic to the Great 
Lakes after the United Nations win the war. 

The question was raised at the President's 
press conference by a reporter who said that 
completion of the project had become an issue 
in the campaign between Attorney General 
John J. Bennett, Democrat, and Thomas E. 
Dewey, Republican, for governor of New 
York. 

The President thanked the reporter for his 
recital of background, including speeches by 
both Attorney General Bennett and Mr. Dew- 
ey, but pointed out that the background was 
purely political, and that he had long ago 
ceased to regard the subject as a political mat- 
ter between two parties or two regions. 


Court Reinstates Suit 


yi tame United States Circuit Court of Ap- 
peals recently reinstated the suit of three 
stockholders against seven officers and direc- 
tors of the Missouri-Kansas Pipeline Com- 


He expressed confidence 


pany, a holding company, alleging that ove 
$1,000,000 of Mokan’s money was “wasted” jp 
exorbitant lawyer and engineering fees apj 
other expenditures. 

The case was referred back to the Federg| 
District Court of Delaware which was direc. 
ed to permit the examination of the com. 
pany’s books and the subpoenaing of the of. 
cers and directors involved, in order to ascer. 
tain the details of the case. 

Among the questions raised by the stock. 
holders is why the officers and directors paig 
$44.50 a share for 15,149 additional shares of 
Panhandle Eastern Pipe Line Company whe 
they were authorized to pay only $25 a share 
by the stockholders; and why $251,000 was 
spent in litigation to force the Columbia (jj 
& Gasoline Company to divest itseif of its 
holdings of Panhandle Eastern Pipe Line Com. 
pany when only the Federal government could 
take such action, which it later did, 


Told to Cut School Bus 
Schedules 


osEPH B. Eastman, Director of Defense 

Transportation, last month called for a re- 
vision of school bus schedules “on the assump- 
tion that the physically able child can walk 
two miies to and from school, where weather 
conditions permit.” 

Mr. Eastman gave assurance that the 4- 
000,000 American girls and boys who must 
ride school busses will continue to get to their 
classes this winter, but he declared that 
“school districts everywhere should survey 
their bus service at once to determine where 
curtailments may be made.” 

He called for elimination of school bus 
service where rail or regular public bus serv- 
ice is available and for reduction in the nun- 
ber of bus stops by having children living 
on side roads meet their busses on the main 
highways. 


Arkansas 


Told to Conserve Natural Gas 


i personnel at Camp Robinson was or- 
dered recently to conserve natural gas on 
the reservation this winter by Lieutenant 
Colonel G. C. Graham, camp commander. 

“Information has been received from the 
Arkansas Louisiana Gas Company, stating 
there is an acute shortage of natural gas to 
furnish all activities,” the order said, “and 
unless the most rigid economy in the use of 
gas is observed, there will not be sufficient 
fuel essential for domestic, commercial, and 
war-time needs,” 

Colonel Graham ordered the gas supply on 
all gas-fired equipment, except thermostatic 
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controlled, to be turned on only when neces- 
sary. Occupants of hutments were ordered 
to turn off their heaters when retiring for the 
night and when leaving. 

R. W. Curran, general manager for the 
Arkansas Louisiana Gas Company, said there 
is no serious shortage of natural gas in the 
Little Rock area. He said there would be 
enough to service all types of customers if it 
is not wasted. 


Formal Permit Issued 


HE state utilities commission last month 
"T focally authorized the Arkansas Power 
& Light Company to supply 6,000 kilowatts of 
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wer to four pumping stations on the El 
Dorado-Helena oil pipe line. _ 

Two rural electric codperatives whose ter- 
ritory would be traversed by transmission 
lines to two of the pumping plants waived 
their right to protest at a hearing held early 


last month, | | neha : 
The commission said in granting the per- 


mit that “it is questionable whether the fa- 
cilities proposed to be constructed may be used 
in the public service at the conclusion of the 
war emergency.” 

In granting the application, the full com- 
mission accepted the recommendation of Com- 
missioner A. B. Hill, who had been author- 
ized to hold a hearing. 


California 


Supervisors Urge Power Plant 


ONSTRUCTION of a power plant at Red 
C Mountain Bar as an adjunct of the 
Hetch Hetchy system was recommended on 
October 13th by Supervisors MacPhee and 
Uhl. The two supervisors, members of the 
board’s finance committee, returned from a 
week-end inspection trip of the Hetch Hetchy 
facilities to ask for “immediate action” on the 
construction of the Red Mountain Bar plant 
at a cost of $2,000,000. 

The expense, they said, could be written off 
at the rate of $700,000 a year, secured from 
sale of the added power to the war-time alumi- 
num plant near Modesto. They suggested 
financing through the Reconstruction Finance 
Corporation. 


Several years ago the voters turned down a 
$1,250,000 bond issue for construction of Red 
Mountain Bar. City officials estimate the 
project would yield 25,000 kilowatts and pay 
for itself in four years, 


City Railway Purchase Opposed 


U NION employees of the Municipal Railway 
and the Market Street Railway submit- 
ted opposing resolutions on the proposed city 
purchase of the Market Street line at a recent 
meeting of the San Francisco Labor Council. 

Municipal employees backed the purchase, 
while the Market Street Railway employees 
opposed it with the charge that the price was 
exorbitant. Both resolutions were submitted 
to the legislative committee. 


District of Columbia 


Gas Rates Increased 


——- an argument of the Office of 
Price Administration that a rate increase 
at this time is inflationary, the District of 
Columbia Public Utilities Comm’ssion on Oc- 
tober 13th authorized the Washington Gas 
Light Company to effect a consumer rate in- 
crease to boost the company’s revenue by 
$200,141 annually. 

The order, which was retroactive to Sep- 
tember Ist, was issued in the face of a vio- 
lent dissenting opinion from Gregory Hankin, 
commission minority member. It involves an 
average monthly rise of 3 cents for each do- 
mestic consumer. The edict climaxed many 
months of argument. 

“I dissent from the opinion and order of 
the commission on four grounds,” declared 
Commissioner Hankin, in contending that the 
public utility should undergo decreases in 
rates involving approximately $617,000, rather 
than increase them. 

he commission first used the sliding-scale 
arrangement for the gas company seven years 
ago, as an instrument for determining gas 
tates annually. 
_ A public utility authorized to raise its tariff 
is required, under the Price Control Act, to 
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inform James F. Byrnes, new economic sta- 
bilization director, of the altered status of its 
consumer tariff. James H. Flanagan, chair- 
man of the commission, acting in conjunction 
with Charles W. Kutz, member of the com- 
mission, took notice of the new Price Control 
Act by stating, “I am assured by the com- 
pany that it will give appropriate notice to the 
Honorable James F. Byrnes in compliance 
with the recent act of Congress amending the 
Emergency Price Control Act of 1942, and 
that such notice will be accompanied by a copy 
of the findings and order of this commission.” 

A $357,000 increase which the gas company 
contended it was entitled to was reduced $156,- 
075 by the decree, with the reduction largely 
based on a shrinking of potential surplus 
profits taxes, special adjustments of main- 
tenance costs, and income taxes. 

Director of Economic Stabilization James 
F. Byrnes on October 15th directed Price Ad- 
ministrator Leon Henderson to “take such ac- 
tion as is within your power” to stave off the 
District gas rate increase order by the utilities 
commission and have the case reopened for 
“more adequate consideration” of its infla- 
tionary effect. Henderson subsequently told 
the commission that his legal staff had been 
advised to take steps to rescind the order. 
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Illinois 


Favors Readings Every Two 
Months 


if iene Commonwealth Edison Company re- 
cently decided to apply to the state com- 
merce commission for permission to read 
Chicago residential electric meters once each 
two months instead of each month, Charles Y. 
Freeman, company chairman, announced. 

Bills would continue to be rendered 
monthly, however, so household budgets 
would not be upset. The amount billed in the 


odd months would be “averaged,” with auto. 
matic correction by actual readings for suc. 
ceeding months. 

Monthly meter readings would continue fo; 
large commercial and industrial users of elec. 
tricity. 

The object of the change is conservation of 
man power in war time. The company al. 
ready is short about fifty or sixty meter read. 
ers, and increased difficulty was expected in 
obtaining competent, trustworthy readers as 
demands of the armed services and war plants 
increase. 


Indiana 


Utility Act Challenge Dropped 


FTER counsel for the Indiana Service Cor- 
poration of Fort Wayne, Indiana, told the 
court the corporation had been released by the 
Securities and Exchange Commission from 
filing a recapitalization plan, Federal Judge 
Thomas W. Slick said he would dismiss a 
suit challenging validity of the 1935 Public 
Utility Holding Company Act. 
The Massachusetts Mutual Life Insurance 
Company of Springfield, Massachusetts, last 


September challenged the act in a suit to re- 
strain the Fort Wayne corporation from filing 
the plan with the SEC. 

The suit alleged that the redistribution of 
voting power among stockholders and the 
scaling down of securities as contemplated in 
the reorganization plan would endanger the in- 
terests of security holders. 

Counsel for the Service Corporation told 
Judge Slick that as a result of the SEC action 
the company would not file the reorganization 
plan. 


Kansas 


Rate Compromise Endorsed 


foe city officials on October 17th took 
steps to assure “maybe by winter” a re- 
duction of gas rates to Topekans of about 10 
cents per thousand cubic feet. The commis- 
sioners authorized Mayor Frank J. Warren to 
sign a letter, written to the state corporation 
commission by City Attorney John S. Dean, 
authorizing the commission to make a com- 
promise settlement with the Cities Service 
Pipeline Company on the gas rate to city dis- 


* 


tributing plants. Various other cities in the 
state, serviced by the Cities Service Company, 
were expected to make similar reports to the 
state commission. 


The Federal Power Commission has issued 
an order for a public hearing to open in Kan- 
sas City, Missouri, on November 30th to de- 
termine reasonableness of the wholesale gas 
rates charged by Cities Service Gas Company, 
which is authorized to do business in the 
states of Texas, Oklahoma, Nebraska, Mis- 
souri, and Kansas. 


Kentucky 


Buys Tri-City Firm 


peo: by the Kentucky Utilities Com- 
pany of the Tri-City Utilities Company, 
operating eleven public utility properties in 
Kentucky and Tennessee, was announced in 
Lexington on October 12th by R. M. Watt, 
president of Kentucky Utilities, 

Watt estimated the purchase price would 
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range between $1,500,000 and $2,000,000, de- 
pending on adjustments in valuation as of the 
date the property changes hands. 

Tri-City was organized last winter to take 
over remaining properties of the now defunct 
Kentucky-Tennessee Light & Power Com- 
pany, Bowling Green, after the bulk of the 
latter’s properties had been sold to Tennessee 
Valley Authority, five Kentucky cities, and 
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REA cooperatives operating in those areas. 


Rural Co-op Employees Strike 


1x employees of the South Kentucky Rural 
S Electric Codperative Corporation, serving 
practically all of seven counties in that section 
of Kentucky, struck on October 6th after di- 
rectors of the corporation refused to_nego- 
tiate a contract with the International Broth- 
erhood of Electrical Workers, an American 
Federation of Labor union. The strikers 
went back to work October 15th, pending ne- 
gotiation of a union contract. 

The strike did not affect service to cus- 
tomers of the cooperative, which is a distri- 
bution system, buying its power from the 
Kentucky Utilities Company. 

The strikers were three linemen and three 
ofice employees. 


Says Utility Rate Too High 


A® Indiana utility expert told the state pub- 
lic service commission on October 15th 
that electric rates in Frankfort and its vicinity 
could be reduced 28.34 per cent and still yield 
the Tri-City Utilities Company a 6 per cent 
fair return and enough to pay all taxes ex- 
clusive of Federal and state income levies. 

Earl L. Carter, consulting engineer from 
Indianapolis and president of the Southeast- 
ern Indiana Power Company of Rushville, 
testified that the value of Tri-City’s power 
property was $486,000, rather than the $559,- 
000 at which company experts pegged it. 

By reducing power rates 24.6 per cent, he 
asserted, the company, on a rate base valua- 
tion of $486,000, would be able to pay all taxes 
out of revenue and still obtain a 6 per cent 
return. 

Carter’s comment came during a hearing 
before the commission which had ordered Tri- 
City, formerly the Kentucky-Tennessee Light 
& Power Company, to show cause why elec- 
tric rates in the Frankfort area should not be 
lowered. 

Testimony in Frankfort’s battle for reduced 
electric rates ended on October 16th after 
Hugh Bearden, state commission consultant, 
expressed the opinion that a reduction of 32 
per cent in rates could be instituted and the 
company still could realize a fair return. 

Commission Chairman J. Greenleaf 
granted Leo T. Wolford, attorney for Tri- 
City Utilities Company, which serves Frank- 


fort, and sige Attorney Marion Rider ten 
days to file briefs in the case, but advised 
them that the commission’s opinion-order 
would be issued by November 2nd. 


Seeks Rate Increase 


HE Western Kentucky Gas Company, 

with headquarters in Owensboro, on Oc- 
tober 6th asked the state public service com- 
mission for permission to raise rates in 25 
cities and communities, including Madison- 
ville and Princeton. A hearing on the re- 
quest was scheduled for October 28th at 
Frankfort. 

The petition, signed by W. J. Hinchey, vice 
president of the company, and filed by A. D. 
Kirk, attorney, said the rate raise would in- 
crease the average monthly bill of 3,166 af- 
fected customers by 44.4 cents and bring the 
company about $16,800 new revenue a year. 

Commission Secretary Marvin Eblen said 
he had notified all mayors (county judges in 
some cases) of the affected communities. He 
said the Office of Price Administration in 
Louisville and Washington also had been ad- 
vised of the company’s request. 


Fares Remain Same 


HE Louisville Railway Company’s “2 tok- 

ens for 15 cents” fare will be the rate in 
Louisville for some time to come, it was made 
plain recently after conference between city 
experts, representatives of the company, and 
Mayor Wilson W. Wyatt. 

“It is obvious that the company’s earnings 
are within the 7.7 per cent range on its rate 
base—they are something less than 7 per cent 
now,” Mayor Wyatt explained after the meet- 
ing. “Thus under the agreement no change in 
fare is indicated for the present.” 

Auditors for the company and for the city 
agreed as to the income and other vital fac- 
tors, the mayor explained. Among the con- 
ferees were John H. Bickley, Chicago, utilities 
consultant who prepared an exhaustive sur- 
vey for the tram company in 1940, and John 
E. Tarrant, company attorney. 

Main purpose of the meeting was the con- 
sideration of the results of the 6-month trial 
fare system now in operation. The six months 
were over August 3lst. 

Mr. Tarrant said mounting expenses have 
kept abreast of greater revenue that is re- 
sulting from an influx of car riders. 


Missouri 


briefs opposing the proposed sale of the Lac- 


Power Company Sale Opposed 


T= city of St. Louis on Octcher 15th filed 
with the state public service commission 
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lede Power & Light Company, subsidiary of 
the Laclede Gas Light Company, to Union 
Electric Company of Missouri, and the pro- 
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posed reorganization of Laclede Gas Light. 

At the same time, Taylor Sandison, of the 
local Office of Price Administration, filed a 
motion for a continuance of the hearing at 
Hotel Statler on the applications for approv- 
al of the two proposed measures, on the 
ground that purchase of Laclede Power by 
Union Electric would mean an increase in 
rates to present customers of Laclede Power. 
He asked that the Union Eiectric make known 
its intentions as to increasing rates for these 
consumers, and that the OPA then be given 
thirty days in which to file briefs. “Such an 
increase—amounting to about 5 per cent of the 
costs now paid by the customers of Laclede 
Power,” said Sandison, “would add to the in- 
flationary problems of these war days.” 

In its brief opposing the proposed sale of 
the Laclede Power & Light Company, the city, 
as an intervenor in the proceeding, denied that 
the application was in the public interest, and 
stated that any order approving it would 
be unreasonable and unlawful. 


Valuations Compared 


7s State Board of Equalization recently 
began an investigation of the discrepancies 
between utilities’ tax returns and their valua. 
tions by the state public service commiss'on 
for rate-fixing purposes. 

The commission’s vaiuations of a. utility 
property are used as an investment base on 
which the company is permitted a fixed per. 
centage of annual profit. Those valuations are 
always higher in Missouri than the valuation 
on which a utility pays property taxes, 

Armed with state commission figures show. 
ing the Southwestern Bell Telephone Com. 
pany placed an $86,032,581 valuation for rate 
purposes on the same property the company 
listed for taxes at $48,712,440, the equaliza- 
tion board called on the telephone company 
for an explanation. 

Southwestern Bell is one of three utitities 
whose assessments were protested against by 
the Kansas City administration. 


Nebraska 


District Shows Deficit 


HE Eastern Nebraska Public Power Dis- 

trict showed a deficit of $226 for 1941 ac- 
cording to an audit for the year filed last 
month with Governor Griswold. The district 
at the end of 1941 had 1,608 miles of line and 
2,890 consumers. 

Operating revenues were reported as $139,- 
130, but after deducting operating expenses 
of $59,658 and estimated depreciation on its 
electric plant of $37,826, a total of $97,485, the 
net income from operations was $41,645. Gross 
income was $42,681, but interest was $42,907, 
which left a deficit. 

The d'strict’s long-term debt is $1,577,110. 
The audit said that the district has made all 
principal and interest payments on its debt 
during 1941 and has a cash rcserve of $25,000 
for future amortization and interest. 


District Accepts Offer 


CCEPTANCE of a $1,321,380 offer for its 
Nebraska City electrical properties was 
announced last month by the board of di- 
rectors for the Consumers Power District. 


¥ 


The price was fixed by the Consumers board 
and agreed to before negotiations by Nebraska 
City officials. It included the value placed on 
the property by Consumers and the call price 
on the bonds. Merchandise in the Consumers 
store at Nebraska City was not included, 

Consumers also approved purchase from the 
village of Raymond, Nebraska, of the town’s 
distribution system, and its share in the trans- 
m.ssion system, for $7,100. Consumers agreed 
to pay off over a 5-year period, enabling the 
town to pay its bonds. Raymond gave the 
power district a 25-year franchise and a 5-year 
street-light contract. 

The Nebraska City commission in a special 
meeting October 6th adopted an ordinance 
calling for an election on the subject of a 
$1,460,000 revenue bond issue November 3rd. 
The council also authorized Mayor Wes Trail 
and Cty Clerk Ethel Gaskill to execute the 
$1,321,380 purchase contract agreed to by the 
Consumers board of directors. 

C. C. Sheldon, treasurer, recently announced 
at Columbus that Consumers Public Power 
District has paid almost $185,000 to 78 coun- 
ties in the first half of the year “in lieu of 
tax payments.” 


New York 


Asks Review of FPC Order 


T= Niagara Falls Power Company last 
month petitioned the United States Cir- 
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cuit Court of Appeals for review of a June 


1942, Federal Power Commission order 
which purported to fix the “actual leg’timate 
original cost” of the company’s hydroelectric 


682 





genera 
$24,680 

The 
compa 
counts 
less th 
to che 
amoun 


t 
Ww 


the an 


THE MARCH OF EVENTS 


generator properties as of March 2, 1941, at 


The ‘commission’s order also directed the 
company to remove from its fixed capital, ac- 
counts for the hydroelectric project of not 
less than $44,453,868, as of the 1921 date, and 
to charge against its earned surplus income 
amounts totaling $15,537,943. 


Acts on Gas Supply 


T= Rochester Gas & Electric Corporation 
was given authority last month to reduce 
the amount of manufactured gas supplied for 


industrial purposes to new customers or exist- 
ing customers requesting additional gas be- 
tween November and April, inclusive. 

Maurice C. Burritt, state public service com- 
missioner, recommended the action, he said, 
to assure the company’s regular customers of 
an adequate supply during the peak winter 
months, 

Mr. Burritt explained the increas‘ng demand 
for gas was approaching the company’s ca- 
pacity to produce, and it was anticipated that 
many industrial customers would apply for 
gas service to protect themselves against short- 
ages of other fuels. 


North Carolina 


Fight for Rate Reduction 


ayor Hargrove Bellamy of Wilmington, 
M who appeared last month before the 
state utilities commission in an attempt to get 
a reduction in the rates of the Tide Water 
Power Company of Wilmington and to get the 
commission to recommend to the governor 
that money be secured from the Emergency 
and Continuency Fund for an investigation of 
the company s financial condition, charged that 
the delay of some fifteen months on the part 
of the commission “has cost the users of elec- 
tricity and power in eastern North Carolina 
many thousands of dollars a month.” 

The mayor headed a delegat’on of Wil- 
mington and New Hanover county officials 
who appeared before Utilities Commissioners 
Winborne, Hunter, and Johnson. 

H. Zinder of the Federal Power Commis- 


sion said in respect to the earnings and rates 
of the Tide Water Power Company’s electric 
department that “for the past 4-year period 
1938 through 1941, inclusive, the earnings from 
electric utility operations exceeded the amount 
necessary to provide such a return by ap- 
proximately $152,000 a year, to which amount 
must be added savings in income taxes that 
would follow any reduction in revenues. 

“It is my opinion,” he said, “that if an in- 
vestigation of the company’s electric plant and 
operation were undertaken the resulting re- 
turn in excess of 6 per cent would be found 
to be greater than that found by the use of 
the company’s filed reports.” 

Winborne has denied Bellamy’s charge of 
the $4,000,000 discrepancy in reports of the 
Tide Water Power Company. “It cannot be 
true,” the chairman said, “since the company 
has never made more than a million dollars.” 


Ohio 


Run-off Election Ordered 


HE National Labor Relations Board on 
October 14th ordered a run-off election 
at the Washington Court House branch of 
the Dayton Power & Light Company to de- 
termine whether employees shall be repre- 
sented by the International Union of Operat- 
ing Engineers and the International Brother- 
hood of Firemen and Oilers (AFL) or the 
Dapolico Workers, Inc. The election must be 
held in thirty days. 
In a recent election the AFL unions re- 
ceived four votes and Dapolico four. 


Opposes Long Gas Rate Fight 


Mowe George J. Harter contended recent- 
ly that Akron cannot afford a “long gas 
rate fight” at this time and wants the city 
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council to reopen deadlocked negotiations with 
the East Ohio Gas Company, which serves 
numerous northeastern Ohio cities. 

He gave this explanation for vetoing a new 
rate ordinance passed by the council but re- 
jected by the utility. 

Asserting one rate litigation had cost the 
city $500,000, Harter expressed the opinion 
“council should reopen negotiations with gas 
company officials in an effort to arrive at a 
satisfactory settlement.” 


Out to Ban One-man Cars 


A NEW controversy between the Cleveland 
City Transit System management and the 
employees’ AFL union loomed up recently a 
few hours after the most explosive previous 
one had been settled by a court of appeals de- 
cision permitting disbursement to the street 
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car and bus men of a $230,000 retroactive wage 
increase. 

Between 300 and 400 transit workers, in a 
mass meeting, voted to present a demand to 
CTS General Manager Walter J. McCarter 
that he discontinue one-man street car opera- 
tion on four lines “until proper equipment 


can be obtained”—which means for the dura- 
tion of the war. 

Asserting his personnel shortage was 50 
acute that he not only intended to retain one. 
man operation on four lines, but to extend it 
to others as well, McCarter said he would 
fight the union’s demand “to the limit.” 


¥ 


Oklahoma 


Gas Rate Increase Requested 


A application for increase in gas rates at 
Ada was asked of the state corporation 
commission last month in a petition filed by 
the Southwest Natural Gas Company. 


The present base rate is 38 cents a thousand 
cubic feet for the first 100,000 cubic feet, The 
company claimed a deficit of $9,157 for the 
twelve months ending December 31, 1941, and 
a deficit of $29,592 for the twelve months end- 
ing June 30th. 


Pennsylvania 


Order Bars Fare Increase 


HE state public utility commission closed 
the door on October 13th to higher trolley 
fares for Philadelphia. Affirming a recent téen- 
tative order, the commission rejected finally 
the Philadelphia Transportation Company’s 
request for a boost from 8 cents straight, or 


2 tokens for 15 cents, to 10 cents straight, or 
3 tokens for a quarter. 

It was believed the fight would continue in 
view of the commission’s affirmation of its 
= figure of $77,000,000 as the system’s 
value. 

The order was entered by a 3-to-1 vote, the 
commission making one slight concession. 


South Carolina 


Merger Hearing Ends 


TS taking of testimony in the case before 
the state public service commission in 
which two midstate utilities were seeking au- 
thority to consolidate has been completed, and 
the hearing recessed until November 4th, when 
oral argument will be heard by the commission. 

Asking the right to merge are the South 


Carolina Electric & Gas Company, of Co- 
lumbia, and the Lexington Power Company, 
of Lexington county, which owns the large 
Lake Murray hydroelectric development, 16 
miles above Columbia. Both concerns are 
owned by the General Gas & Electric Com- 
pany, a New York holding company, which, in 
turn, is owned by the defunct Associated Gas 
& Electric Corporation of New York. 


Texas 


Commission Chairman Elected 


BRucress H. Jester of Corsicana, newly 
elected member of the state railroad com- 
mission, succeeding Jerry Sadler, is scheduled 
to become chairman of that body on January 
Ist in succession to Ernest O. Thompson. 

In recent years the plan has been to rotate 
the chairmanship, giving it to the member 
whose term is expiring. This is only a com- 
mission-made custom and came into practice 
when Pat M. Neff was named as a member. 


Prior to that the precedent was directly the 
opposite. 

Another precedent would occur when Jester 
takes the chairmanship after approximately 
four months’ service, something that never 
before occurred. Through the fifty years of 
commission history, the chairman invariably 
has been a member with several years’ tenure. 

Having been elected to fill the remainder 
of Sadler’s term, Jester will be a candidate in 
1944 for the regular 6-year service. He would 
be serving as chairman at the time. 
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The Latest 


Utility Rulings 


High Debt Ratio Approved in Organization 
Of Water Company 


pPROVAL Of the sale of water proper- 
ties and franchises by the Arkansas 
Power & Light Company to the Arkan- 
sas Municipal Water Company and the 
issuance of securities by the new corpo- 
ration were approved by the Arkansas 
Department of Public Utilities although 
involving $2,400,000 of bonds secured 
by properties transferred at a price of 
$2,902,500. The commission determined 
that the minimum value of the property 
involved was not less than this purchase 
price, but there was not sufficient evi- 
dence from which the maximum values 
of the properties might be fixed. 

The new corporation was to issue 890 
shares of $100 par value preferred 
stock, 4,440 shares of Class A common 
stock of $25 par value, and 10,000 
shares of Class B common stock of the 
par value of $1 per share. The John 
Hancock Mutual Life Insurance Com- 
pany was to purchase the bonds, bearing 
interest at 4 per cent and running for 
twenty-five years, at 4 per cent above 

I, 

The bonds were to be secured by a 
first lien created by the execution of a 
first mortgage and collateral trust agree- 
ment covering certain water properties 
and also by a pledge of all the common 
and preferred stock and first mortgage 
bonds issued by nineteen subsidiary 
corporations to be created to own and 
operate the properties in various com- 
munities. In consenting to this bond 
issue the department said: 

_ Upon the concept of public utility financ- 

ing prevailing a few years ago, $2,400,900 

would be a rather high issue of bonds. But, 
because of the unusual tax burdens now ex- 
isting upon corporations, the previous con- 
cept is being modified, and issues are now be- 
ing approved for a higher percentage of the 
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actual fair value of the property than was 
heretofore thought to be practicable. 

Experience has shown that the revenues of 
water companies during periods of depres- 
sion or financial stress are much more stable 
than are those of other public utility op- 
erations, and that water companies lose a 
less percentage of their gross revenue and 
of their customers. 

Furthermore, the testimony shows that 
this issue is in effect a private issue and will 
not be offered to the public, and will be 
taken by John Hancock Mutual Life Insur- 
ance Company as an investment. 


Approval was conditioned upon an 
amendment of the articles of incorpora- 
tion of the new company to provide that 
until a proposed bank loan of $250,000 
is fully liquidated each share of pre- 
ferred stock would have one vote, each 
share of Class A common stock one vote, 
and each share of Class B common stock 
one-fifth of a vote in the management 
of the affairs of the company. The origi- 
nal proposal was to give holders of Class 
A common and Class B common one 
vote per share without giving any voting 
rights to the preferred stockholders. 

A finding that the transfer of the 
property would be in the public interest 
was based upon evidence that electric 
customers of the company were to some 
extent subsidizing water consumers, 
that many joint expenses could not be 
allocated except upon some arbitrary 
basis, that men experienced in financing 
and operating public utility properties 
were the moving and controlling spirits 
behind the organization of the new com- 
pany, that they were buying these prop- 
erties for investment and not specula- 
tion, that the operating personnel would 
have no concern with the operation of 
electric properties, and that the purchase 
and operation of the properties by the 
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new company would enable the cus- 
tomers, both present and future, to re- 
ceive just as good service if not better 
than they had previously received. 

The power company is a subsidiary of 
the Electric Power & Light Corpora- 
tion, a holding company in the Electric 
Bond and Share system. The Securities 
and Exchange Commission has _indi- 


cated that the water properties are not 
retainable, and the Arkansas depart. 
ment said it concurred in this view and 
believed that both electric and water 
consumers would be more efficiently and 
economically served if the two oper- 
ations were wholly separate and distinct. 
Re Arkansas Power & Light Co, 
(Docket No. 575). 


e 


Interstate Toll Rates Held to Be Discriminatory 


ie the Mountain States Telephone 
& Telegraph Company renders in- 
trastate toll service under conditions 
and circumstances substantially the same 
as conditions and circumstances under 
which it renders interstate toll service, 
using substantially the same facilities, 
the Utah commission has held that high- 
er rates for the intrastate service for 
comparable distances are discriminatory. 
The commission referred to similar deci- 
sions in Michigan Bell Teleph. Co. v. 
Public Service Commission (1941) 297 
Mich 92, 39 PUR(NS) 111, 297 NW 
198; Washington Department of Pub- 
lic Service v. Pacific Teleph. & Teleg. 
Co. (Fed CC 1941) 37 PUR(NS) 129; 
Bell Teleph. Co. v. Public Utility Com- 
mission (1939) 135 Pa Super Ct 218, 
28 PUR(NS) 266, 5 A(2d) 410, ap- 
peal dismissed (1940) 309 US 30, 84 L 
ed 563, 32 PUR(NS) 304, 60S Ct 411. 

Interstate rates are not under the 
jurisdiction of the state commission, but 
it was observed that they had been 
voluntarily established by the company 
and approved by the Federal Communi- 
cations Commission. The state commis- 
sion must therefore assume that the in- 
terstate tolls are just, reasonable, and 
compensatory to the company. No con- 
trary claim had been made. 

The company contended that a reduc- 
tion in intrastate rates to the level of in- 
terstate rates would confiscate its toll 
property in Utah. It did not contend, 
however, that such reduction would re- 
sult in confiscation of its property in the 
state based upon its entire intrastate 
operation. Final disposition of the case, 


the company urged, should be postponed 
for at least a year to permit the com- 
pany to prepare a study separating and 
segregating intrastate toll property, ex- 
penses, and revenues so that the com- 
mission might determine the reasonable- 
ness of return on toll property in the 
state alone. On this point the commis- 
sion said: 


The company offered nothing to indicate 
that in past years intrastate toil rates have 
been separately considered from exchange 
rates or that they have been constructed and 
established on a basis which would bring a 
fair return on the purely Utah toil property, 
It makes no separation on its books of its 
toll and exchange property in the state, nor 
does it make any accurate separation of in- 
trastate toll costs and revenues from ex- 
change costs and revenues, The commiss.on 
is of the opinion that there is no constitu- 
tional or other requirement that the company 
shall be permitted to earn a reasonable re- 
turn on its Utah investment in intras ate 
toll property considered separately and 
apart from all other property of the com- 
pany in the state. 


During the proceedings the company 
objected to the conduct of the hearing 
by members of the commission on the 
ground that they were prejudiced by 
reason of the fact that they verified the 
complaint which instituted the investi- 
gation. Objection was also made to 
holding the hearing for the reason that 
it would unduly interfere with the war 
effort of the company. 

The latter objection was viewed as 
frivolous. The first objection was over- 
ruled with the statement that the com- 
mission has followed this procedure for 
many years and it is in accordance with 
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its rule that the complaint could be veri- 
ed. 

Te purpose of proceeding in this 
manner is to na ‘row the issues and 
expedite disposition of the investiga- 
tion. The statutes specifically provide 
for such a procedure on the part of the 
commission by filing a petition or com- 
plaint in writing. Verification of the 


e 


complaint is a formality in keeping with 
commission rules. While called a com- 
plaint this was said to be no different 
from a show-cause order calling upon 
the company to do certain things or state 
in writing why it did not do so. Public 
Service Commission of Utah v. Moun- 
tain States Telephone & Telegraph Co. 
(Case No. 2503). 


Commission Lacks Jurisdiction over Claim 
Of Refund under Contract 


COMPLAINT alleging that a munici- 
A pal water utility had refused to re- 
fund advances made for extensions of 
service to a real estate development was 
dismissed by the Pennsylvania commis- 
sion for lack of jurisdiction. The mat- 
ters complained of, said the commission, 
involved contractual obligations. No 
question of the reasonableness of rates 
or adequacy of service was involved. 
The commission observed : 


The commission has in several cases held 
that where the basis of a complaint before 
the commission arises purely and solely out 
of con ractual obligations between complain- 
ant and respondent, and no question of 
rates or service is involved, then the com- 
mission has no jurisdiction, but complain- 
ants must have recourse to courts of law. 


Hayes et ux v. Burgess and Town Coun- 
cil of Borough of Morrisville (Complaint 
Docket No. 13724). 


e 


Pipe-line Construction Authorized to 
Relieve Gas Shortage 


fe Federal Power Commission is- 
sued a limited certificate of public 
convenience and necessity authorizing 
Panhandle Eastern Pipe Line Company 
(including its wholly owned subsidiary, 
Michigan Gas Transmission Corpora- 
tion) to construct and operate a pipe 
line from a po‘nt near the Ohio-Michi- 
gan state line and connecting with a line 
of the Ohio Fuel Gas Company to 
Toledo at a point immediately west of 
the village of Maumee, Ohio. The com- 
mission made affirmative findings on the 
necessity for the project, for which a 
preference rating order had been issued 
by the War Production Board, and also 
determined that Panhandle Eastern 
rather than the Ohio Fuel Gas Com- 
pany should receive the certificate. 
Ohio Fuel proposed that the project 
be considered only as a war emergency 
measure, that its cost should be amor- 


tized over a 5-year period, and that it 
be authorized by a temporary certificate 
limited both in time and scope to the 
duration of the present war emergency. 
Panhandle Eastern, on the contrary, 
proposed that the connection be perma- 
nent and that it be authorized by a 
regular certificate unlimited in duration. 
It considered the connection as perma- 
nently necessary to serve both present 
war needs and future requirements 
occasioned by the rapidly depleting sup- 
ply of natural gas in the Appalachian 
area. The commission said: 


... the present corporate affiliation between 
Panhandle Eastern and Ohio Fuel is in the 
process of severance and Panhandie Eastern 
is more willing to do what is required to 
serve both the present and future public con- 
venience and necess'ty in the affected area. 
Its construction and operation of the project 
would permit the delivery by it of natural 
gas to Ohio Fuel in the vicinity of Toledo, 
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as requested by the War Production Board. 
A certificate issued to Panhandle Eastern 
would not only permit the use of the pro- 
posed facilities during the present war 
emergency, but would also make available 
an additional source of supply in the Ohio 
market thereafter, to the possible advantage 
of the consuming public. 


Ohio Fuel contended that pending 
commission determination of its appli- 
cation for a certificate under the “grand- 
father” clause of § 7(c) of the Natural 


Gas Act a certificate was not required 
for the proposed construction. The com. 
mission replied that both applicants were 
engaged in transportation and sale for 
resale of natural gas in interstate com. 
merce, and to accept the contention men- 
tioned would result in defeating the ex- 
pressed intention of Congress in amend- 
ing § 7 to require a certificate of con- 
venience and necessity. Re Ohio Fuel 
Gas Co. et al. (Opinion No. 81, 
Docket Nos. G-408, G-410). 


y 


Density of Areas Affords Basis tor 
Rate Differences 


RATE complaint by customers on a 

line extension of a municipal elec- 
tric plant was dismissed by the Wis- 
consin commission with the statement 
that it is well established that it is not un- 
reasonable for a utility to classify its 
customers upon the basis of their den- 
sity within given areas. 

While the particular application of 
any such classification is of necessity 
somewhat arbitrary, said the commis- 
sion, the classification under considera- 
tion was not so arbitrary as to be unrea- 
sonable. The utility had classified cus- 
tomers east of city limits into urban and 
rural customers and placed the division 
line at a certain road. 

Gross revenues from the customers 
served by the extension amounted to ap- 
proximately $3,300, and the investment 
in the line was $11,741. Under the utili- 
ty’s urban extension policy, extensions 


of facilities are made without customer 
contributions where the cost of the ex- 
tension, as estimated, will not be great- 
er than three times the utility’s estimate 
of annual revenues to be derived there- 
from, These revenues did not equal one- 
third of the utility’s investment in the 
line. 

Seventy-two customers were being 
served from a line 11.1 miles in length, 
resulting in an average of 6.5 customers 
per mile. Seventeen of the customers 
were seasonal customers and 4 were 
schools and churches enjoying urban 
rates under the utility’s rules. On the 
other hand, in rural territory between 
the city limits and the dividing line there 
were 35 customers served from approxi- 
mately 1.5 miles of line, resulting in an 
average customer density of 23.3 cus- 
tomers per mile. Warren et al. v. City of 
Wisconsin Rapids (2-U-1836). 


7 


Coal Surcharge Not Supported 
By Cost Figures 


cOAL surcharge was disapproved by 

the New York commission on the 
ground that the company had failed to 
show that it was entitled to additional 
revenue, Its evidence as to the rate of 
return earned in the manufactured gas 
division was said to be neither complete 
nor satisfactory. Its claimed rate base 


was said to be too high and probably 
containing improper elements. When all 
doubtful elements were eliminated, and 
a small adjustment to income made, the 
company appeared to be earning at least 
53 per cent and up to 5} per cent return 
on the adjusted rate base. This, under 
present conditions, said the commission, 
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ould not be considered an inadequate 


turn. 

"pvidence had been presented as to the 
increased cost of coal but this, it was 
pointed out, is only one element in the 
wst of gas. Insufficient evidence had 
been submitted to show whether other 
wsts, such as sales expenses, for ex- 
anple, had not been decreased. It was 
aid that if rates should be increased be- 
use one item of cost has increased, 
they should be decreased when one item 
of cost is lessened. 

The commission excluded from the 
rate base contributions in aid of con- 
struction and excessive claims for work- 
ing capital, continuing property records 
expense, and a charge for general ad- 


PROCEEDING before the New York 
A ania to determine whether 
motor common carriers should be au- 
thorized to establish rates varying ac- 
wrding to the predetermined value of 
property transported, as values are fixed 
by shippers, was closed after an unsuc- 
cessful attempt by carriers to justify the 
rates. 

The commission had previously ruled 
that the Public Service Law did 
not permit common carriers to limit their 
lability for loss, damage, or injury to 
property transported unless expressly 
authorized by order of the state commis- 
sion. 

The commission was satisfied that for 
certain commodities variation in rates, 
due to varying liability, is generally in 
the public interest and that it is reason- 
able to provide that where shippers are 
willing to limit the liability of the car- 
ner to specific amounts, lower rates 
should be established. 

It is not sufficient, said the commis- 
sion, to establish the reasonableness of 
limited liability rates of some character. 
Rates must be specific and there should 
be proof that the rates proposed are just 
and reasonable. It will not do to estab- 
lish the fact that certain rates have been 
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ministration expense based on the theory 
that it cost as much to administer and 
supervise $1 of construction costs as it 
does to supervise and administer $1 of 
operating expense. Construction work 
in progress was left in the rate base, 
with the observation that the company 
was not accruing interest on this work 
and the rate of return would be affected 
very slightly. 

An amortization charge previously 
ordered by the commission to cover ex- 
cess purchase price of a municipal gas 
plant was excluded from operating ex- 
penses on the ground that it should have 
been charged to income. Re Republic 
Light, Heat and Power Co. (Case 
10828). 


e 
Rates Varying with Liability Rejected 


charged in other jurisdictions, particu- 
larly where there has been no ruling by 
other authorities upon detailed facts 
duly presented that such rates are just 
and reasonable. 

Two ways in which material testimony 
as to specific rates could be presented 
were pointed out. In the first place car- 
riers ought to be able to show what they 
have had to pay as a matter of actual 
experience for loss and damages by 
classes of property, length of haul, etc. 
The experience of insurance companies 
in meeting losses under policies which 
have been issued should be a guide as to 
what premiums should be charged. It 
appeared to the commission that the 
additional or penalty charge proposed to 
cover the carrier’s liability was arbitrary 
and did not reflect actual cost. 

It was also noted that the penalty 
charge for shipments exceeding the pro- 
posed basic value was a fixed percentage 
of the base rate and progressed as the 
distance increased. It appeared from the 
testimony, however, that additional in- 
surance premiums did not progress on 
the same basis but that the rate of 
premium was constant and based solely 
on the amount of coverage, although cer- 
tain exhibits indicated a sliding scale ap- 
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parently having some relationship to 
mileage. Re Rates for Common Carriers 


e 


Other Important Rulings 


N interstate motor carrier was au- 

thorized by the New York commis- 
sion to pick up intrastate passengers 
along the route over which it was operat- 
ing, where no local transportation existed 
over that route, in preference to the 
granting of a new extension of an intra- 
state route, in view of the motor carrier 
service extension restrictions imposed by 
the ODT during the present war emer- 
gency. Re Champlain Bus Corp. (Case 
10827). 


A Federal District Court held that the 
Interstate Commerce Commission, in de- 
termining whether a carrier was entitled 
to a contract carrier permit under the 
“grandfather” clause of the Motor Car- 
rier Act, properly applied the “specializa- 
tion test,” under which the carrier must 
have performed special and individual 
service required by the peculiar needs of 
the shipper. Doyle Transfer Co. Inc. of 
Glasgow, Ky. v. United States et al. 45 
F Supp 691. 


The Pennsylvania Superior Court held 
that the commission had properly disre- 
garded improvements in an existing 
motor carrier service made after a pros- 
pective competitor applied for authority 
to serve an area, stating that the commis- 
sion is not required to order an existing 
carrier to increase or improve its service 
instead of permitting a competing car- 
rier to enter the field. Hall’s Motor 
Transit Co. v. Pennsylvania Public Util- 
ity Commission, 27 A(2d) 428. 


The superior court of Delaware held 
that a shipper is presumed to know legal 
rates for interstate shipments filed un- 
der the Motor Carrier Act ; that the pub- 


of Property by Motor Vehicle (Cas, 
10479). 


lic policy as declared by the act is of 
such rigidity as to deny to the shipper a 
counterclaim for damages resulting from 
a misrepresentation of rates by the car. 
rier; that all rebates from tariff sched. 
ules, whether voluntary or involuntary, 
are viewed with disapproval; that a 
motor carrier can recover the difference 
between lawful rates and amounts paid; 
and that the public policy declared by 
the Motor Carrier Act overrides all 
agreements and understandings between 
shipper and carrier. Travers v. Artic 
Roofing, Inc. 27 A(2d) 78. 


A city’s plumbing code requiring |i- 
censes for those engaged in the business 
of plumbing or the installation, altera- 
tion, or repair of a plumbing system was 
held by the New York Court of Appeals 
not to apply to installation by a water 
company and its agents of laterals ina 
public street and their connection with 
the company’s water main, where con- 
nection between the customer’s premises 
and the lateral was made by a plumber 
employed by the applicant for service. 
City of New Rochelle v. Burke et al. 43 
NE(2d) 463. 


The Maryland commission dismissed 
for lack of jurisdiction a complaint by a 
water consumer against service charges 
imposed by the city of Baltimore on water 
consumers outside of the municipal 
limits, holding that the city, with the ap- 
proval of the commission, has exclusive 
power to fix rates and that the city is not 
a “water company” under the general 
provisions of the Public Service Commis- 
sion Law. Wright v. Mayor and City 
Council of Baltimore (Order No. 3877/, 
Case No. 4548). 





Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE NIAGARA FALLS POWER COMPANY 
FEDERAL POWER COMMISSION 


Re Niagara Falls Power Company 


[Project No. 16, Opinion No. 77-A.] 


Accounting, § 8 — Cost of power project — Inflation — Project or nonproject 
property. 
1. A power company holding a Federal license for construction of a power 
project should not be permitted to retain inflation in its accounts whether 
project or nonproject, p. 130. 


Accounting, § 56 — Amount disallowed as cost — Charge to surplus — Accumula- 
tion of future reserve. 
2. A power company holding a Federal license for construction of a power 
project should not be permitted to accumulate a reserve out of future earn- 
ings sufficient in amount to equal, at the expiration of the license, the 
amount excluded by the Federal Power Commission from original cost of 
the project instead of charging such amount to earned surplus, p. 130. 


Accounting, § 48 — Cost of licensed power project — Accumulation of excessive 
earnings. 


3. A determination of the actual legitimate original cost of a federally li- 
censed power project has a direct and immediate importance under § 10(d) 
of the Federal Power Act, 16 USCA § 803(d), when the first twenty 
years under the license have expired, in view of the provisions of that 
section requiring that excessive earnings after the first twenty years of 
operation under the license be accumulated in an amortization reserve for use 
in reduction of the net investment in the project, p. 131. 


Accounting, § 3 — Jurisdiction of Federal Power Commission — Conflicting ju- 
risdiction — State Commission — Securities and Exchange Commis- 
sion. 


4. Accounting requirements prescribed by the Federal Power Commission 
in an order determining actual legitimate original cost of a federally licensed 
power project and requiring the transfer of disallowed amounts to earned 
surplus do not conflict with or impair the regulatory jurisdiction of the 
Commission of the state in which the power company operates or the ju- 
risdiction of the Securities and Exchange Commission, p. 131. 


[September 1, 1942.] 


RDER to show cause with respect to accounting treatment of 
O amounts disallowed as part of original cost of a federally l- 
censed power project; stay of earlier order dissolved and licensee 
ordered to comply with Commission requirements. For decision 
on original cost of project, see 44 PUR(NS) 291, and for or- 

der staying such order, see 44 PUR(NS) 291, 314. 


>» 


By the Commisston: This matter the above-named licensee of Project 
is before us upon the response filed by No. 16, to our order to show cause 


[9] 129 45 PUR(NS) 





FEDERAL POWER COMMISSION 


(1) why the accounting instructions 
and requirements contained in para- 
graphs (A) to (F), inclusive, of our 
order of June 9, 1942, 44 PUR(NS) 
291, in the above matter should not 
be made effective and enforced, and 
(2) to submit such accounting treat- 
ment as the licensee may propose for 
the disposition of the disallowed 
amounts. 

[1] In its response, licensee princi- 
pally objects to paragraph (E) of our 
order of June 9, 1942, which requires 
that disallowed amounts, totaling 
$15,537,943.56, be removed from the 
project accounts and charged to earned 
surplus. It contends, inter alia, that 
some portion of this amount may re- 
late to its nonproject lands and ac- 
cordingly should be transferred to oth- 
er physical property instead of being 
charged to earned surplus. In addi- 


tion to the fact that such portion is 


not identified, we are unable to agree 
with this contention. As licensee was 
fully advised, the staff reports and 
the extended hearings dealt with the 
book cost of all fixed capital in service 
on license date, March 2, 1921. Al- 
though given ample notice and full 
opportunity to do so, licensee failed 
and refused to identify the inflationary 
items with particular items of proper- 
ty. Moreover, in any event we could 
not permit licensee to retain inflation 
in its accounts, whether project or non- 
project. 

We must also reject licensee’s con- 
tention that some portion of the $15,- 
537,943.56, which we have ordered 
charged to earned surplus, was retired 
prior to license date, March 2, 1921. 
Although given ample notice and full 
opportunity to do so at the hearing, li- 
censee failed to show what portion, if 
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any, of such amount was in fact rp. 
tired. 

The basic objection which licensee 
advances in its response to our show 
cause order is that the accounting re. 
quirements we have prescribed wil 
adversely affect its credit and impair 
the distribution of its earnings, It js 
probably true that any deficit created 
in licensee’s earned surplus by charg. 
ing $15,537,943.56 to that account wil 
preclude the declaration of dividends, 
until the deficit is wiped out. Hoy- 
ever, the licensee could have proposed 
the creation of a capital surplus for 
absorption of such deficit which would 
substantially eliminate this objection. 

[2] We stayed our order of June 
9, 1942, and issued our show cause or- 
der to give the licensee full opportunity 
to propose an alternative accounting 
treatment for disposition of the dis- 
allowed amounts. However, instead 
of submitting any constructive pro- 
posals, licensee in its response makes 
the novel request that we revise our 
accounting requirements to permit it 
to retain the disallowed amounts in 
its fixed accounts “as valid assets for 
for all corporate purposes and for all 
license purposes.” In this connection 
it asserts that the disposition of the 
disallowed amounts has no legal sig- 
nificance except “in connection with 
the ascertainment of a recapture price, 
should the property be taken over it 
1971 at the expiration of the license.” 
It further requests that it be permitted 
to accumulate a reserve out of futurg 
earnings sufficient in amount to equal 
at the expiration of the license the 
$15,537,943.56 which we have or 
dered charged to earned surplus. 

To sanction such a proposal woul 
be to nullify the basic purposes of the 
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Federal Power Act, to ignore the in- 
terests of consumers and investors, 
and to permit the declaration of divi- 
dends out of capital. 

[3] In sustaining our orders re- 
quiring that the disallowed amounts 
be written off to earned surplus, the 
courts have consistently rejected the 
contention that our determination of 
the actual legitimate original cost of 
a licensed project “is no more than 
preservation of evidence useful only 
when the license has expired.” Louis- 
ville Gas & E. Co. v. Federal Power 
Commission (1942) 129 F(2d) 126, 
130, 45 PUR(NS) 145; Northern 
States Power Co. v. Federal Power 
Commission (1941) 118 F(2d) 141, 
39 PUR(NS) 23; Alabama Power 
Co. v. Federal Power Commission 
(1942) — App DC —, 44 PUR(NS) 
197, 128 F(2d) 280, 289. 


Petitioner’s contention ignores the 


provisions of § 10(d) of the act, 16 
USCA § 803(d), which require that 
excessive earnings after the first twen- 
ty years of operation under the license 
shall be accumulated in an amortiza- 
tion reserve for use in reduction of the 


net investment in the project. The 
frst twenty years under this license 
have expired and our determination of 
the actual legitimate original cost ac- 
cordingly has a direct and immediate 
importance under § 10(d) of the act. 

Petitioner also ignores § 16 of the 
act, 16 USCA § 809, under which 
the United States may take immediate 
possession of this project when “the 
safety of the United States demands 
i.” As the court said in the Louis- 
ville Case, supra, 

“While adjudication (of project 
cost) may not in some respects be ap- 
plicable until after the lapse of years, 
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in other aspects it may instantly be- 
come of highest importance. This 
must be so when the safety of the 
United States requires. Bitter experi- 
ence has demonstrated that threats to 
national safety do not always proclaim 
their coming in advance, and the need 
for use by the government of power 
projects may suddenly appear. In 
this situation choice between one 
project and another immediately and 
peremptorily required, may rest upon 
comparative adjudications of cost of 
construction or net investment.” (129 
F(2d) at p. 131.) 

[4] The final contention advanced 
by the licensee which requires brief 
comment is its assertion that the ac- 
counting requirements we have pre- 
scribed will conflict with and impair the 
regulatory jurisdiction of the Public 
Service Commission of New York and 
of the Securities and Exchange Com- 
mission. Such contention is clearly 
erroneous. Section 301(a) of the 
Federal Power Act, 16 USCA § 825 
(a), in authorizing us to prescribe a 
system of accounts to be kept by every- 
licensee and to determine by order 
the accounts in which particular items 
shall be entered, specifically provides 
“that nothing in this act shall relieve 
any public utility from keeping any 
accounts, memoranda, or records 
which such pubic utility may be re- 
quired to keep by or under authority 
of the laws of any state.” 

Licensee’s efforts to conjure up a 
conflict between the accounting re- 
quirements we have prescribed and the 
regulatory jurisdiction of the Securi- 
ties and Exchange Commission is 
similarly without merit. There is no 
conflict between the requirements of 
this Commission and those of the Se- 
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curities and Exchange Commission. 
On the contrary, the coordination of 
the efforts of the two Commissions to 
protect the consumer, investor, and 
public interest is well illustrated by 
the order which the Securities and Ex- 
change Commission issued on August 
28, 1942, in Re Niagara Hudson 
Power Corp. File No. 59-52, Holding 
Company Act Release No. 3754. 
That order after reciting inter alia the 
corrective accounting prescribed in 
this Commission’s order of June 9, 
1942, schedules a hearing to determine 
the necessity of prohibiting the decla- 
ration of dividends on the common 
stock of The Niagara Falls Power 
Company “to prevent the payment of 
dividends out of capital.” 

We, therefore, find upon full consid- 
eration of the response to our show 
cause order and the entire record in 
this proceeding that the licensee has 
failed to show any cause why the ac- 
counting requirements heretofore pre- 
scribed in this matter should not be 
made effective and enforced; and we 
further find that licensee has failed, al- 
though given full opportunity to do so, 
to submit any other accounting treat- 
ment for disposition of the disallowed 
amounts. 

An appropriate order will issue in 
accordance with this opinion. 


ORDER 


Upon consideration of the record 
in this proceeding and the answer filed 
on August 24, 1942, by the above 
named licensee of Project No. 16, in 
response to paragraph (B) of the 
Commission’s order of August 14, 
1942, requiring licensee: 


(1) To show cause in Writing, 
under oath, why the accounting ip. 
structions and requirements contained 
in paragraphs (A) to (F), inclusive, 
of the Commission’s order of June 9, 
1942, should not be made effective and 
enforced ; and 

(2) To submit to the Commission 
such accounting treatment as the |i- 
censee may propose for the disposition 
of the disallowed amounts; and 

The Commission having on this 
date made and entered its opinion No. 
77-A, which is incorporated by ref- 
erence as a part hereof; 

The Commission finds that: 

(1) No cause has been shown why 
the accounting instructions and re- 
quirements contained in paragraphs 
(A) to (F), inclusive, of the Com- 
mission’s order of June 9, 1942, 
should not be made effective and en- 
forced ; 

(2) Licensee has failed to propose 
any proper accounting treatment for 
disposition of the disallowed amounts 
other than that prescribed in the Com- 
mission’s order of June 9, 1942; and 

The Commission orders that: 

(A) The stay of paragraphs (A) 
to (F), inclusive, of the Commission’s 
order of June 9, 1942, granted by par- 
agraph (A) of the Commission’s or- 
der of August 14, 1942, be and the 
same hereby is dissolved ; 

(B) Within sixty days of service 
of this order, licensee comply with the 
Commission’s order of June 9, 1942, 
and execute and submit to the Com- 
mission FPC Form No. 76 showing 
such compliance. 
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RE LONG ISLAND LIGHTING CO. 


NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE 
DIVISION, PUBLIC SERVICE COMMISSION 


Re Long Island Lighting Company et al. 


[Case Nos. 10822-10825.] 


Service, § 332 — War-time restrictions — Gas for space heating. 
Gas companies unable, because of war-time restrictions, to secure necessary 
material for extension of mains or placing of services and handicapped by 
stringent regulations on deliveries of oil used in the manufacture of gas 
should be authorized to restrict the furnishing of space or building heating 
service to new customers and for new equipment to existing customers. 


[August 5, 1942.] 


ines on motion of Commission as to certain changes 
in tariffs relating to restriction of gas service for space heat- 
ing; restrictions authorized. 


APPEARANCES: Gay H. Brown, 
Counsel (by George E. McVay, As- 
sistant Counsel), for the Public Serv- 
ice Commission; Charles G. Blakeslee, 
New York city, General Counsel, Long 
Island Lighting Company, Queens 
Borough Gas & Electric Company, 
Nassau & Suffolk Lighting Company, 
and Long Beach Gas Company; EI- 
mer B. Sanford, Mineola, Long Is- 
land, General Attorney, Long Island 
Lighting Company, Queens Borough 
Gas & Electric Company, Nassau & 
Suffolk Lighting Company and Long 
Beach Gas Company; W. C. Chanler, 
Corporation Counsel (by Harry Hert- 
zoff, Assistant Corporation Counsel), 
New York city, for the city of New 
York; John M. Mitchell, Mineola, 
Long Island, Deputy County Attor- 
ney, for the county of Nassau; Robert 
E. Tinsley, Malverne, Attorney for 
the village of Malverne; William G. 
Bushell, Northport, Long Island, At- 
torney, for the village of Northport. 
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Van NAMEE, Commissioner: The 
Long Island Lighting Company, in a 
letter dated April 17, 1942, asked the 
Commission regarding a special pro- 
vision to rate schedules providing for 
discontinuing the acceptance of new 
applications for gas service to space 
heating equipment furnished under S. 
C. No. 1 or No. 3. This action the 
company claims is required because of 
its inability to secure necessary ma- 
terial for the extension of mains or 
placing of services, the present strin- 
gent regulations on deliveries of oil in 
the manufacture of gas and the in- 
creasing prospects of more rigid con- 
trol of gas sales through rationing 
which may confront the company by 
the opening of another heating season. 

The four companies enumerated in 
the titles to this proceeding, therefore, 
submitted to the Commission revised 
rate schedules with a special provision 
to restrict the furnishing of space or, 
building heating service to new cus- 
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tomers or for new equipment to exist- 
ing customers. The special provision, 
in all rates in the schedules affected, 
reads as follows: 

“Tn the interest of National Defense 
and during the existing emergency, on 
and after the effective date of this 
leaf, no additional business, either to 
new customers or to new equipment of 
existing customers, will be accepted 
for the heating of premises either as 
space heating or by a central installa- 
tion; except to those business estab- 
lishments directly engaged in war pro- 
duction provided, in the opinion of the 
company, its facilities are adequate to 
supply such service. When the facts 
establish with reasonable certainty that 
the customer has connected additional 
building heating equipment after the 
effective date hereof, the company will 
discontinue service, upon such notice 
as is or may be required by law, until 
the additional building heating equip- 
ment has been disconnected.” 

In view of the nature of the subject 
and lack of complete information, it 
seemed desirable to make an investi- 
gation to ascertain whether or not gas 
service was being refused by the com- 
panies and, if so, whether or not such 
refusal is justified by the facts. An 
order for an investigation was, there- 
fore, made on June 9, 1942 and hear- 
ing was held on all four cases at once 
at New York city on June 26th. 


Application for Space Heating 


Since January of this year, there 
were 325 applications for space heat- 
ing made to the companies involved of 
which 123 were accepted and served 
with gas, while the others were re- 


fused. In contrast to previous years 
practically all of these applications 


were unsolicited. There are others 
who applied for space heating but the 
above were the only ones actually sur- 
veyed and checked by the companies, 
It was stated that the unusual number 
of unsolicited applications was occa- 
sioned by a general feeling of appre- 
hensiveness among house occupants 
concerning the possibility of restrict- 
ed supplies of heating oil for use in 
their existing heating equipment dur- 
ing the coming winter season. 

The addition of a considerable num- 
ber of space-heating customers is like- 
ly to bring up a problem as to the ade- 
quacy of existing distribution mains, 
For example, there is one section in 
the southeastern part of Nassau coun- 
ty which has adequate pipe line for the 
demands which have been served up 
to this year. There is, however, not 


sufficient capacity to take on any space- | 


heating business for any housing de- 
velopment of 25 or 50 houses, without 
the construction of 3 or 4 miles of dis- 
tribution lines back to the nearest 
transmission feeder. Whether such 
an extension could be made at the 
present time would be contingent on 
securing a priority for the necessary 
materials from the War Production 
Board. 

The companies are not reducing the 
supply of gas for space heating from 
those who now have space-heating 
equipment installed but increased use 
by these consumers by reason of add- 
ing additional heating equipment can- 
not be furnished. Excepting space 
heating, the companies are making no 
restrictions of the customers’ use of 
gas. This was stated in the following 
testimony of Mr. Carpenter for the 
company : 
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RE LONG ISLAND LIGHTING CO. 


Q. Is there any other restriction or 
limitation that the company proposes 
to place on the use of gas? 

A. Not at this date. 

Q. Is it your opinion, Mr. Carpen- 
ter, that the restriction on space heat- 
ing is the fairest way to apply any re- 
striction at the present time to the use 
of gas? 

A. For the situation that confronts 
us today I think this is the fairest and 
more reasonable way to handle this. 

Now, if the Federal government 
should further restrict the supply of 
the raw materials or should set up 
some nation-wide restriction or zone 
restriction or rationing on the use of 
fuels, these gas companies as well as 
all others would have to find some 
means of complying with those regu- 
lations. 


The companies, therefore, believe 
that the elimination of additional 
space-heating gas consumption (be- 
cause of the large volume of gas used 
for this service) will more readily in- 
sure continuity of service to the exist- 
ing water heating and cooking busi- 
ness as well as the present heating load 
now furnished, although further ac- 
tion may be necessary with respect to 
these classes of consumers. 


The Companies’ Position 


Gas is manufactured by the Long 
Island Lighting Company in its own 
territory at the Bay Shore gas works 
which has a capacity of 6,000,000 cu- 
bic feet per day. The Long Island 
Lighting Company purchases gas at 
wholesale from the Nassau and Suf- 
folk Lighting Company to supply the 
north Nassau territory. The Nassau 
& Suffolk Lighting Company has a gas 
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works which has a capacity of 8,000,- 
000 cubic feet per day at Hempstead 
and purchases gas at wholesale from 
the Queens Borough Gas & Electric 
Company. The Queens Borough Gas 
& Electric Company has its gas works 
which has a capacity of 13,000,000 
cubic feet per day at Rockaway Park 
in New York city. The Long Beach 
Gas Company does not manufacture 
gas but purchases its gas from the 
Queens Borough Gas and Electric 
Company. These three gas plants 
have a transmission system common 
to the territories of the companies. 

The transmission and distribution 
system is adequate for present demands 
and present customer connections, but 
additional loads particularly of the de- 
mand characteristics of space heating, 
cannot be handled without enlarge- 
ment of the service and in some cases, 
distribution lines. In the latter in- 
stances such distribution enlargement 
would involve several miles of pipe- 
line construction. 

Exhibit 14 shows that the plant ca- 
pacity of the combined companies in- 
creased from a capacity of 24,600,000 
cubic feet a day in the 1940-41 winter 
season to a capacity of 27,000,000 cu- 
bic feet a day in the 1941-42 winter 
season. This exhibit also shows the 
combined daily send-out of the com- 
panies for the same periods and the 
relation of the maximum daily send- 
outs to the combined plant capacity. A 
maximum daily send-out of 25,800,000 
cubic feet is shown plotted on the chart 
for the 1941-1942 winter season and 
as the combined plant capacity is 27,- 
000,000 cubic feet, it is to be seen that 
consumption at the peak load is within 
a small margin of the plant capacity. 
It is also to be noted that comparison 
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of temperatures during the last three 
heating seasons as expressed in degree 
days indicates that the winter season 
of 1941-42 was a relatively mild one. 
On the question of available plant ca- 
pacity to meet possible demands, the 
company witness testified as follows: 


Q. Now if you were called upon to 
supply 2,000,000 cubic feet a day in 
addition to what was supplied in the 
heating season of 1941-1942 would 
that exceed the peak capacity of the 
plants of this company? 

Commissioner Van Namee: That 
means 2,000,000 cubic feet a day more 
than what they were called on to sup- 
ply ih the last season any and every 
day, so that that includes peak days as 
well as other days. 

Mr. Blakeslee: That is right. 

Commissioner Van Namee: So 


when it actually isn’t available. 


The companies furnished data com. 
paring the numbers of meters in use 
and gas sold during each month of the 
twelve months’ periods ending in May, 
1941, and May, 1942. The schedule 
“General Service S. C. No. 1” prob. 
ably has no space-heating customers 
while under schedule No. 3 gas is used 
for water heating or space heating by 
residential consumers. It is impossi- 
ble to separate but the space-heating 
alone, however, because the schedules 
also cover water heating. 


The data shows that the number of 
customers attached and the gas taken 
by these customers has increased in the 
last two years. It is to be noted that 
the increase in thousand cubic feet is 
greater under S. C. No. 3 than under 
No. 1, and also that there is a steady 


Comparison of Average Number of Meters in Use and Gas Sold in M Cu. Ft. 
during 12-month Period ending May, 1941, and May, 1942 


General Service S.C. No. 1 


1940-41 

Average 

Meters 

Long Island Lighting Co. .... 56,115 
Nassau & Suffolk Light Co. .. 39,087 
Queens Boro G. & E. Co. .... 30,246 


M Cu. Ft. 
1,347,160 
873,782 
879,307 


1941-42 


Average 
Meters M Cu. Ft. 
59,965 1,368,891 
889,322 


41,653 
31,663 876,037 


Increase 
Average 
Meters M Cu. Ft. 
21,731 
15,540 
(3,270) 


Service Classification Nos. 1, 2, 4, 5, and 6 


Long Beach Gas Co. ........ 4,953 


134,842 


5,128 134,518 (324) 


Residential and Commercial Heating Service S.C. No. 3 


Long Island Lighting Co. .... 
Nassau & Suffolk Light Co. .. 
Queens Boro G. & E. Co. .... 


7,545 
2,429 
1,592 


1,127,620 
376,589 
358,061 


8,289 
2,679 
1,724 


1,221,250 
416,706 
356,320 


House Heating Service S.C. No. 3 


Long Beach Gas Co. ......... 21 
( ) Indicates negative or red figure 


that as to the question of whether it 
would exceed the capacity, that can be 
determined from Exhibit 14, can it 
not? 

Witness: Yes, sir. There are cer- 
tain days when that much capacity is 
scarcely available and certain days 
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7,053 32 


7,795 11 


growth in number of meters under 
=. C. No. 3. 

The companies furnished the fol- 
lowing data comparing the number of 
meters through which space-heating 
service was applied under the Resi- 
dential and Commercial Heating Serv- 
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RE LONG ISLAND LIGHTING CO. 


ice Rate S. C. No. 3 as of the heating 
seasons ending May, 1941, and May, 


1942: 
May 
1941 
Long Island Lighting Co. 1,660 
Nassau & Suffolk Light- 


ing Co. 700 
Queens Boro G. & E. Co. 750 
Long Beach Gas Compa- 

NY, INC; vccseccccsenes 28 36 8 


3,566 428 


May  In- 
1942 crease 
1,893 233 


808 108 
829 79 


The above total of 3,566 meters for 
all companies does not give the total 
number of heating units installed be- 
cause many stores, garages, bowling 
alleys, skating rinks, etc., have several 
units served by one meter. 

This data indicates that it is the 
Heating Service S. C. No. 3 which is 
chiefly accountable for an increase of 
gas sold in the season of 1941-42. 


There are certain war industries in 
the territory of these companies enti- 
tled to priorities under the present 
rules of the Priorities Board, and 
there have been inquiries on actual in- 
stallations where the companies have 
been called upon to supply additional 
gas and there are pending two or three 
large installations which would be in 
the nature of a new draft of the gas 
supply. It is the opinion of Mr. Car- 
penter that in view of the restrictions 
on material deliveries by reason of 
presently effective priority orders and 
the amount of gas as expected to be 
furnished to war industries in this ter- 
ritory, that this company cannot, with 
safety and without exceeding the 
capacity of the plants, take on new 
space-heating business. 


Discussion 


The companies appear to have suffi- 
cient gas capacity to supply existing 
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customers and also reserve capacity 
for some increased demand from in- 
dustrial customers producing goods 
for war purposes. 

If, as a result of a sharp upward 
trend following the addition of a con- 
siderable amount of new space-heating 
load, it should become necessary to 
provide for a greater supply of gas ei- 
ther by augmenting existing gas pro- 
duction facilities or by the establish- 
ment of interconnections with other 
sources, it is doubtful if these meas- 
ures could be effected in time to allevi- 
ate a critical situation. It must also be 
borne in mind that the requisite ma- 
terials for such construction are sub- 
ject to priorities and this must of ne- 
cessity depend upon their current 
availability and the degree of impor- 
tance attached to the project by the 
War Production Board. Moreover, 
such additional plant facilities might 
constitute an unreasonable burden on 
general customers after the present 
emergency is past. In addition, the 
possibility of future difficulties in se- 
curing adequate supplies of basic gas- 
making materials is one that cannot 
be ignored. 

An alternative measure would be to 
reduce the quantity of gas to all space- 
heating installations when the sources 
of supply are unable to meet the de- 
mands of the system. This, however, 
would be a hardship to customers now 
supplied with gas space heating as well 
as to those customers who may subse- 
quently be supplied with this type of 
service but who now have heating 
facilities using fuel oil or coal. The 
latter customers, however, have the 
one important advantage in that con- 
version back to the original type of 
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fuel might be effected more readily 
should their gas supply be curtailed. 

It would appear therefore that the 
most reasonable method of meeting 
the present emergency and which 
would cause the least hardship to the 
general public is the proposal to sup- 
ply gas service only to existing house- 
heating equipment of customers and 
to decline to supply such service to 
new customers. 


Recommendation 


In view of the facts developed 
in this record and under the circum- 
stances created by the National Emer- 
gency and the important need for gas 
production for war purposes in such 
plants now served by this company, I 
believe that the companies’ proposed 
special provision to its rate schedules 
restricting use of gas for space-heat- 
ing purposes amended to read as fol- 
lows: 


In the interest of National Defense, 
on and after the effective date of this 
leaf, gas service will not be supplied 
either to new customers or to addj- 
tional equipment of existing customers 
for the heating of premises either as 
space heating or by a central installa- 
tion, except to those business establish- 
ments directly engaged in war produc- 
tion, provided the facilities of the 
company are adequate to supply such 
war production service. When the 
facts establish with reasonable cer- 
tainty that the customer has connected 
additional building heating equipment 
after the effective date hereof, the com- 
pany will discontinue service, upon 
such notice as is or may be required 
by law, or order of the Commission, 
until the additional building heating 
equipment has been disconnected. 

And that the same be allowed to go 
into effect and that the proceedings be 
closed. 


Interc 





SECURITIES AND EXCHANGE COMMISSION 


Re W. H. Duff et al., Voting Trustees 
for Class A Common Stock of Peoples 
Light & Power Company 


[File No. 30-87, Release No. 3730.] 

sider 

Intercorporate relations, § 19.21 — Holding company registration — Termination | —— 
of voting trust. Pe 

1. An application by voting trustees, pursuant to § 5(d) of the Holding @ Kyne 
Company Act, 15 USCA § 79e(d), for an order declaring that they have J was f 
ceased to be a holding company should be granted when the trustees have — 
terminated the voting trust agreement in accordance with its terms and no vic 
longer hold with power to vote 10 per cent or more of the total voting securi- 9 of 93 
ties of the registered holding company, p. 140. whick 
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Intercorporate relations, § 19.21 — Termination of holding company status — 
V oting trustees — Condition as to vote. 


2. An order declaring that voting trustees have ceased to be a holding com- 
pany, pursuant to § 5(d) of the Holding Company Act, 15 USCA § 79e 
(d), should be granted subject to the condition that the voting trustees 
shall not vote the remaining shares outstanding in their names, p. 140. 


[August 10, 1942.] 
APPLICATION for order declaring that voting trustees have 


ceased to be a holding company pursuant to § 5(d) of the 
Holding Company Act; granted subject to conditions. 


APPEARANCES: George S. Munson, 
of Townsend, Elliott & Munson, for 
the applicants ; Louis F. Davis and Ella 
Jay Sturgell for the Public Utilities 
Division of the Commission. 


By the Commission: W. H. Duff, 
Henry A. Erhard, Gerald P. Kynett, 
M. Harry Taylor, and John M. Tay- 
lor, voting trustees’ under a voting 
trust agreement dated February 9, 
1938, for Class A common stock of 
Peoples Light and Power Company, 
a registered holding company, and 
who controlled more than 10 per cent 
of the voting securities of the compa- 
ny, registered as a holding company on 
June 1, 1938, under the Public Utility 
Holding Company Act of 1935. On 
June 16, 1942, said voting trustees filed 
an application pursuant to § 5(d) of 
the act, 15 USCA § 79e(d), request- 
ing an order declaring that they have 
ceased to be a holding company. 


Pursuant to appropriate notice, a 
public hearing was held. Having con- 
sidered the record in this matter, the 


Commission makes the following find- 
ings: 


Origin of Voting Trust Agreement 


Pursuant to the provisions of a plan 
in proceedings for reorganization num- 
ber 1084 in bankruptcy in the district 
court of the United States for the 
district of Delaware, the voting trus- 
tees held all (62,520) the shares of 
Class A common stock* (entitled to 
one vote per share) of Peoples Light 
and Power Company (being the new 
company referred to in said plan) 
against which were issued voting trust 
certificates under a voting trust agree- 
ment dated as of February 9, 1938. 


Termination of Voting Trust 


The voting trust agreement was 
terminated in accordance with its 
terms® on April 1, 1941, when Peoples 
Light and Power Company called all 
the collateral lien bonds, series A, due 
1961, for payment. Since April 1, 
1941, the voting trustees, through the 
Provident Trust Company of Phila- 





Notification of registration in the names 
of W. H. Duff, Henry A. Erhard, Gerald P. 
Kynett, David Soliday, and John M. Taylor 
was filed May 7, 1937. Subsequently, David 
Soliday resigned, being replaced by M. Harry 
Taylor. 

*The plan also provided for the issuance 
of 83,201 shares of Class B common stock 
whick was entitled to one vote per share. 
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8 Article 8 of the voting trust agreement 
provides in part “that the voting trust ayree- 
ment shall continue in force until February 8, 
1948, or until such time, prior to said date, 
either (a) . or (b) when all said bonds 
shall have been paid or moneys specifically set 
aside in trust for the payment thereof, and 
shall then cease and determine.” 
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delphia Depositary of Class A shares 
of common stock, have been exchang- 
ing voting trust certificates for the 
certificates evidencing the equivalent 
number of shares of Class A stock, 
and have been successful in exchang- 
ing approximately 92 per cent of such 
certificates. The record indicates that 
as of July 7, 1942, only 10,348 shares 
of Class A common stock of Peoples 
Light and Power Company, or less 
than 10 per cent of the total voting 
securities of Peoples Light and Power 
Company, were evidenced by voting 
trust certificates, the remainder of the 
outstanding Class A common stock 
(consisting of 52,172 shares) having 
been surrendered. 

One of the provisions of the voting 
trust agreement grants’ the voting 
trustees a residual power to vote the 
unexchanged Class A shares of com- 
mon stock, after the termination of 
said voting trust for specified limited 
purposes (if permitted by law). We 
believe that the public interest and the 
interest of investors requires that the 
voting trust be terminated in all re- 
spects. The record shows that counsel 
for trustees indicated a reluctance to 
surrender the residual power to vote, 
in the absence of specific authority. 
However, the trustees have stated that 
they would not object to a condition 
in the order declaring they have ceased 
to be a holding company, which will 
provide that the voting trustees may 
not exercise their residual power to 


vote the unexchanged Class A com. | 
mon shares. Accordingly, such a con. § 
dition will be attached to our order, § 


Conclusion 


[1, 2] The voting trust having been 
terminated, and the voting trustees no 
longer having power to vote 10 per 
cent or more of the voting securities of 
Peoples Light and Power Company, 
and taking into consideration the other 
factors involved herein, the Commis- 
sion finds that applicants are entitled 
to an order declaring that they have 
ceased to be a holding company sub- 
ject, however, to the following condi- 
tion: 

That said voting trustees shall not 
vote at any time the remaining Class 
A shares of common stock outstand- 
ing in their names. 


An appropriate order will issue. 


ORDER 


W. H. Duff, Henry A. Erhard, 
Gerald P. Kynett, M. Harry Taylor, 
and John M. Taylor, voting trustees 
under voting trust agreement dated 
February 9, 1938, for Class A common 
stock of Peoples Light and Power 
Company, a registered holding com- 
pany, having filed an application pur- 
suant to § 5(d) of the Public Utility 
Holding Company Act of 1935 re- 
questing that applicants be declared 
that they have ceased to be a holding 
company ; and 

A public hearing having been duly 





4 The depositary has indicated a willingness 
to file progress reports at frequent intervals on 
their efforts in locating the holders of the un- 
exchanged voting trust certificates. 

5 Article 9 provides in part that “at any 
meeting of the stockholders of the corporation 
held after the termination of this voting trust, 
the voting trustees may, if permitted by law, 
but shall not be required to, vote in respect of 
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any shares of Class A common stock of the 
corporation then standing in their names on 
the books of the corporation, deliverable to 
the holders of voting trust certificates who 
shall not have presented their certificates for 
exchange for stock certificates . . . Wi 
like effect as if this voting trust had not been 
terminated.” 
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held on said application after appro- 
priate notice and the Commission hav- 
m™ ing made and filed its findings and 
- opinion herein; 
It is ordered that said applicants 
have ceased to be a holding company 
and that the registration of said vot- 


ing trustees cease to be in effect, sub- 
ject, however, to the following condi- 
tion: That said voting trustees shall 
not vote at any time the remaining 
Class A shares of common stock out- 
standing in their names. 





SECURITIES AND EXCHANGE COMMISSION 


Re Denis J. Driscoll et al., As Trustees of 
Associated Gas & Electric Corporation 


[File No. 59-32, Release No. 3729.] 


Intercorporate relations, § 19.3 — Integration of holding company system — Di+- 
vestment of nonretainable properties. 

1. An immediate order to divest a holding company of properties before 
considering what other properties are retainable under § 11(b)(1) of the 
Holding Company Act, 15 USCA § 79k(b)(1) is appropriate where trus- 
tees of the holding company, respondents in proceedings under § 11(b)(1), 
make no claim and submit no evidence that the properties involved may be 
retained under the standards of § 11(b)(1) and where such properties 
clearly do not fulfill such standards, p. 143. 


Intercorporate relations, § 19.3 — Integration of holding company system — Dt- 
vestment of nonretainable properties — Effect of pending tax legisla- 


tion. 


2. Pending Federal tax legislation is not a factor relevant to a proposed 
order for divestment of scattered properties of a registered holding company 
under § 11(b)(1) of the Holding Company Act, 15 USCA § 79k(b) (1), 


p. 144. 


{August 13, 1942.] 


ROCEEDING under § 11(b)(1) of the Holding Company Act; 
P dines of properties ordered. 


APPEARANCES: Allen E. Throop, 
Henry F. Hartmann, and David D. 
Watkins, for the respondents; Stan- 
ley Clarke, Trustee of Associated Gas 
and Electric Company; Jack Lewis 
Kraus, II (David C. Colladay and 
William L. Grossman, of Counsel), 
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for the General Protective Committee 
for Security Holders of Associated 
Gas and Electric Company (limited to 
the fixed interest obligations of the 
said company) ; Hays, Wolf, Schwa- 
bacher & Sklar, Scribner & Miller, 
and Ralph Montgomery Arkush, for 
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various committees for Associated 
Gas and Electric Corporation bond 
and debenture holders; J. J. Lauder- 
milch, appearing as an observer for 
Pennsylvania Public Utility Commis- 
sion; Davis, Polk, Wardwell, Gardiner 
& Reed (by Langdon Van Norden), 
for the Guaranty Trust Company; 
Lynne A. Warren and Charles P. Mc- 
Groddy, Jr., for Utility Employees 
Security Company; Paul S. Davis and 
Morris L. Forer, for the Public Utili- 
ties Division of the Commission. 


By the Commission: This proceed- 
ing under § 11(b)(1) of the Public 
Utility Holding Company Act of 
1935, 15 USCA § 79k(b) (1), was in- 
stituted by a notice of and order for 
hearing issued by the Commission on 
September 4, 1941, and directed to 
Denis J. Driscoll and Willard L. 
Thorp, as trustees of Associated Gas 


and Electric Corporation, a registered 
holding company.’ Driscoll and Thorp 
are trustees appointed in proceedings 
for the reorganization of the corpora- 
tion, pursuant to Chap. X of the Bank- 
ruptcy Act, by the United States dis- 
trict court for the southern district 


of New York.? As trustees, Driscoll 
and Thorp are registered as a holding 
company under § 5 of the Holding 
Company Act, 15 USCA § 79e. 

The notice of and order for hearing 
was based upon an examination by the 
Commission of the holding company 
system of Associated Gas and Elec- 
tric Corporation,’ and set forth various 


factual allegations and tentative con- 
clusions. These were to the effect that 
the public utility properties of the As- 
sociated Gas and Electric Corporation 
system constitute more than a single 
integrated public utility system, as de- 
fined by § 2(a)(29) of the act, 15 
USCA § 79b(a) (29), and more than 
an aggregate of a single integrated 
public utility system and integrated 
public utility systems additional there- 
to which may be retained by the cor- 
poration under § 11(b) (1) of the act: 
that the major assets of the holding 
company system are located in New 
York and Pennsylvania; and that the 
principal or single integrated public 
utility system, if any, is located in 
New York or Pennsylvania. 

The notice and order further alleged 
that under clause (B) of § 11(b)(1) 
the corporation cannot retain any in- 
terest in public utilities located in the 
following states: Maine, Indiana, Illi- 
nois, Virginia, Kentucky, North Caro- 
lina, South Carolina, Georgia, Florida, 
Louisiana, Arkansas, Missouri, Okla- 
homa, Arizona, and in the Philippine 
Islands. Utilities located in Tennes- 
see and Texas were added to this list 
by our amended order and notice of 
September 11, 1941. 

We further expressed our tentative 
opinion that if the principal or single 
integrated utility system is located in 
New York, no interest in the public 
utilities operating in Delaware, West 
Virginia, Maryland, or Ohio can be 





1 Holding Company Act Release No. 2983 
(September 4, 1941). All references herein- 
after made to Associated Gas and Electric 
Corporation shall be construed, unless the con- 
text indicates otherwise, to refer to Denis J. 
Driscoll and Willard L. Thorp, as trustees of 
Associated Gas and Electric Corporation. 

2 All of the common stock of Associated Gas 
and Electric Corporation is held by Stanley 


Clarke, as trustee of Associated Gas and 
Electric Company. The latter company is 
also undergoing reorganization under Chap. 
X of the Bankruptcy Act in the United States 
district court for the southern district of New 
York. Clarke was permitted to intervene as 
a party in the present proceedings. : 
8A corporate chart as of June 30, 1942, is 
annexed as Appendix A [omitted herein]. 
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retained under clause (B) of § 11(b) 
(1); that, on the other hand, if the 
principal or single integrated utility 
system is located in Pennsylvania, no 
interest in public utilities operating in 
Connecticut or Vermont can be re- 
tained; that under clauses (A) and 
(C) of § 11(b)(1) the corporation 
cannot retain any interest in public 
utilities located in Connecticut, Ohio, 
Delaware, Vermont, Maryland, or 
West Virginia. 

Finally, the order alleged that cer- 
tain businesses in the system other 
than public utilities are not reasonably 
incidental, or economically necessary 
or appropriate to the operations of any 
of the electric or gas utility systems 
located in New York, Pennsylvania, 
or New Jersey and cannot be retained. 

The trustees of Associated Gas and 
Electric Corporation have admitted in 
their answer the substance of these 
allegations, with certain exceptions not 
here relevant, and have indicated their 
intention and willingness to dispose of 
nearly all the scattered properties. 
Hearings have been held on the issues 
raised in our notice and order and, ex- 
cept for minor matters not here rele- 
vant, the record has been closed. 

[1] As set forth in their answer 
and in this record, the trustees’ pro- 
gram contemplates the elimination of 
Associated Gas and Electric Corpora- 
tion and a complete reorganization of 
the present system. From existing 
properties, they propose to carve four 
separate integrated utility systems and 
to dispose of each of them separately, 
either by distribution to security hold- 
ers or otherwise. The four systems, 
together with certain additional inte- 
grated systems and incidental busi- 
nesses which the trustees have alleged 
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may be retained therewith, have been 
designated as follows: 

1. New York-Northern Pennsyl- 
vania Group 

2. Eastern Pennsylvania-New Jer- 
sey Group 

3. Western Pennsylvania Group 

4. Florida-Georgia Group 

All the scattered properties, listed 
in Appendix B [omitted herein] to 
this opinion, lie outside these four pro- 
posed groups and are admitted by the 
trustees to be nonretainable, under the 
standards of § 11(b)(1), either by 
the corporation or along with any of 
the four proposed groups. From the 
record, we find that the trustees do not 
claim that any of these scattered utility 
properties form any part of the four 
proposed groups or that the scattered 
nonutility properties are businesses 
reasonably incidental, or economically 
necessary or appropriate to the opera- 
tion of any such systems. Further- 
more, assuming any of the utilities in 
the four groups to constitute a prin- 
cipal system, a mere glance at the map 
showing the location of the scattered 
utility properties demonstrates the 
nonretainability of a great majority of 
them under the standards of clause 
(B); and no claim has been made and 
no proof has been offered that any of 
the scattered utility properties form 
an additional integrated system re- 
tainable under the requirements of 
clauses (A) or (C) of § 11(b)(1). 

We therefore deem it appropriate, 
in order to expedite the necessary 
geographic simplification of the Asso- 
ciated Gas and Electric Corporation 
system, immediately to enter an order 
requiring the trustees to divest them- 
selves of all direct and indirect in- 
terests in the properties listed in Ap- 
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pendix B [omitted herein] to this opin- 
ion and lying outside the four systems 
proposed by the trustees.* Such an 
order, of course, in no way indicates 
our approval of the proposed limits 
of any of the four groups which the 
trustees allege may be preserved in- 
tact; nor does it indicate the limits 
of any properties which may be re- 
tained by the trustees indefinitely. 
We propose to take up these matters 
after further consideration of the rec- 
ord and our order, therefore, will 
expressly reserve jurisdiction in these 
respects.® 

[2] The trustees have offered no 
objection to the entry of the present 
order. However, the trustees and 


counsel for three committees for As- 
sociated Gas and Electric Corporation 
security holders have suggested that 
pending Federal tax legislation may 
result in higher taxes on the corpora- 


tion and its security holders and that 
we should reserve jurisdiction in all 
orders issued in this proceeding under 
§ 11(b)(1) to modify such orders in 
the light of any new Federal taxes that 
may be imposed. A motion and sup- 
porting memorandum filed by Stanley 
Clarke, trustee for Associated Gas and 


Electric Company, along with a mem- 
orandum filed by counsel for the Gen- 
eral Protective Committee for Secy- 
rity Holders of Associated Gas and 
Electric Company, go further and urge 
that no order of divestment whatever 
be issued at this time and that the 
Commission postpone its action pend- 
ing enactment of the pending tax leg. 
islation and opportunity for introduc- 
tion of further evidence thereafter, 

We do not believe that pending tax 
legislation has any relevance whatever 
to the question whether the proposed 
order for divestment should issue un- 
der § 11(b)(1). We are charged by 
Congress with the duty of testing ex- 
isting utility systems by the standards 
of § 11(b)(1) and “as soon as prac- 
ticable” ordering whatever changes 
are necessary to make the systems con- 
form to these standards. The present 
order merely makes it clear that cer- 
tain properties cannot be kept under 
the statutory requirements. 

An appropriate order will issue re- 
quiring the trustees to divest them- 
selves of any direct or indirect interest 
in the companies specified in Appendix 
B of this opinion. 





* Certain of these properties are already sub- 
ject to negotiations for sale or under contract 
for sale, as noted in Appendix B. [Omitted 
herein. ] 

5 Counsel for the trustees have suggested 
that the status and functions of certain of the 
companies in the system are in the process of 
being changed substantially and that for that 
reason no evidence with respect to such com- 
panies has been introduced into the record thus 
far made. Counsel for the trustees and for 
the Public Utilities Division have agreed that 
the record is not to be considered closed with 
respect to such companies and have requested 
that the Commission reserve jurisdiction sub- 
sequently to determine what action should be 
taken with respect to them. We think that 
we may properly grant that request. The 


companies in question are Dover Casualty In- 
surance Company, Atlantic Utility Service 
Corporation, Trustees under Pension Trust 
Agreement dated December 14, 1937, Employ- 
ees Welfare Association, Incorporated (Del.), 
Employees Welfare Association, Inc. (N. J.), 
Utilities Employees Securities Company, and 
Associated General Utilities Company. In- 
asmuch as there is some doubt as to whether 
the trustees desire that Rochester Gas and 
Electric Corporation be included within the 
proposed New York-Northern Pennsylvania 
system or be held by or under common con- 
trol with such system as an additional system, 
we shall reserve jurisdiction to consider that 
question later. Nothing herein is to be con- 
strued as indicating any expression of our 
views on this matter. 
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LOUISVILLE GAS & ELECTRIC CO. v. FEDERAL POWER COM. 
UNITED STATES CIRCUIT COURT OF APPEALS, SIXTH CIRCUIT 


Louisville Gas & Electric Company 
Federal Dione Commission 


[No. 8564.] 
(129 F(2d) 126.) 


Appeal and review, § 8 — Orders reviewable — Cost determination by Federal 
Power Commission. 


1. An order of the Federal Power Commission determining the actual legiti- 
mate original cost of a federally licensed power project, disallowing cer- 
tain items, and directing the licensee to conform its books and accounts ac- 
cordingly is reviewable under § 313 of the Federal Power Act, 16 USCA 
§ 8251, as an affirmative determinative order directing action, which is more 
than a mere finding, and which entails more than mere preservation of evi- 
dence, p. 148. 


Appeal and review, § 6 — Orders reviewable — Failure to apply for rehearing — 
Time limitation. 


2. The circuit court of appeals is without jurisdiction to review an order of 
the Federal Power Commission determining actual legitimate original cost 
of a federally licensed power project and directing the licensee to conform 
its books and accounts accordingly, if the licensee made no application for 
rehearing pursuant to § 313(a) of the Federal Power Act, 16 USCA § 82 
(a), and the time limitation for seeking a review pursuant to § 313(b) has 
expired, p. 148. 


Accounting, § 3 — Jurisdiction of Federal Commission — Assignee of power k- 
cense. 

3. A power company which has taken over from its subsidiary a Federal 

license for development of a power project is obligated to comply with the 

Federal Power Commission’s accounting requirements under § 8 of the 


Federal Power Act, 16 USCA § 801, p. 152. : 


Accounting, § 3 — Jurisdiction of Federal Commission — Licensed power com- 
pany — State jurisdiction. 
4. The Federal Power Commission has authority to prescribe the accounting 
system of a federally licensed power company, notwithstanding that a state 
has required a like or a different system of accounts, p. 153. 


Accounting, § 3 — Jurisdiction of Federal Power Commission — Original cost 
determination. 
5. An order of the Federal Power Commission which, by directing account- 
ing entries to conform with its determination of actual original cost of a h- 
censed power project, is not arbitrary or beyond the scope of the Commis- 
sion’s authority, p. 153. 
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Accounting, § 3 — Jurisdiction of Federal Commission — Original cost determina- 
tion — Consequences to company. 

6. The possibility of disastrous consequences to the value of securities of 
a federally licensed power company is not a valid objection to an order 
of the Federal Power Commission requiring a transfer to surplus of 
amounts disallowed as actual legitimate original cost of a power project, as 
it is not arbitrary or beyond the Commission’s scope of authority to re- 
quire that the value of capital assets for dividend or security valuation pur- 
poses shall be the same as for expropriation or recapture purposes, and be 
adequately disclosed from the beginning upon the books of the company, 
p. 154. 


Accounting, § 11.1 — Confiscatory requirements — Transfer to surplus — Li- 
censed power project. 
7. A requirement by order of the Federal Power.Commission that a fed- 
erally licensed power company charge to surplus amounts disallowed as part 
of original cost of the project is in no sense a confiscation of the company’s 
property, p. 154. 


Constitutional law, § 20 — Due process — Hearing on accounting order. 


8. A federally licensed power company is not denied due process of law 
by the entry of an order of the Federal Power Commission directing it to 
transfer to surplus amounts disallowed as part of the actual legitimate 
original cost of a power project, when such order is but a clarification of 
earlier orders determining cost and the company, although given full op- 
portunity to show cause why the order should not be entered, requested 
no opportunity to present evidence, p. 155. 


Constitutional law, § 20— Due process — Hearing. 
9. The Fifth Amendment of the Federal Constitution guarantees no par- 
ticular form of procedure, and, in general, there is no warrant in assuming 
a failure to grant a fair hearing by the lack of a trial in the strict or formal 
sense, but the inquiry should be fitted in its range to the needs of the occa- 
sion, p. 155. 

Appeal and review, § 74 — Introduction of additional testimony. 
10. A motion to adduce additional testimony upon review of an order of 
the Federal Power Commission must be overruled when it is not shown 
that the additional evidence is material and that there were reasonable 
grounds for failure to adduce it in proceedings before the Commission, 
p. 155. 

Evidence, § 3 — Judicial notice — Legislative history. 


11. A court assumes authority judicially to notice the legislative history of 
the Federal Water Power Act, p. 155. 


[June 29, 1942.] 


ETITION for review of orders of the Federal Power Com- 
Pisce determining cost of a federally licensed power proj- 
ect and an order directing charging of disallowed amounts 
against earned surplus; petition dismissed in so far as it prayed 
review of orders determining cost, and later order affirmed. For 
Commission decision determining original cost, see (1933) 1 


Fed PC 130, 1 PUR(NS) 454. 
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LOUISVILLE GAS & ELECTRIC CO. v. FEDERAL POWER COM. 


APPEARANCES: Charles W. Mil- 
ner, Of Louisville, Ky. (George W. 
Norton, Jr., and B. Hudson Milner, 
both of Louisville, Ky., A. Louis 
Flynn and Helmer Hansen, both of 
Chicago, Ill., on the brief), for peti- 
tioner ; Charles V. Shannon, of Wash- 
ington, D. C. (Richard J. Connor, 
Wallace H. Walker, Louis W. Mc- 
Kernan, and Stanley M. Morley, all 
of Washington, D. C., on the brief), 
for respondent. 

Before Hicks, Simons, and McAI- 
ister, Circuit Judges. 


Sons, C. J.: The petitioner 


now considering itself aggrieved by 
three orders of the respondent, dated 
respectively October 31, 1933, 1 Fed 
PC 130, 1 PUR(NS) 454, September 
30, 1937, and October 31, 1939, in 
view of the direction in the last order, 
petitions this court to annul and set 


them all aside. Preliminarily, or as an 
alternative it moves for leave to ad- 
duce additional evidence, and implied- 
ly that the controversy be remanded to 
the Power Commission for the pur- 
pose of considering such evidence. 
The respondent, alleging that the court 
is without jurisdiction to review the 
1933 and 1937 orders, on the ground 
that the petitioner did not apply for a 
rehearing on the second, or seek a 
court review of either, but, on the con- 
trary, purported to comply, moves to 
dismiss the petition in respect to the 
review sought of the first and second 
orders, 

The petitioner is a Kentucky corpo- 
ration engaged in the electric and gas 
business in the city of Louisville. In 
1925 it acquired, through an affiliate, 
the Louisville Hydro Electric Compa- 
ny, a license issued by the respondent 
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for Project 289. This project is lo- 
cated in the Ohio river at Louisville, 
and the Ohio being a navigable stream, 
construction therein was permissible 
only under license of the respondent 
in pursuance of the provisions of the 
Federal Water Power Act of June 10, 
1920, 16 USCA § 791 et seq. The 
Louisville Hydro Electric Company at 
the time it applied for license, and dur- 
ing construction of the project, was 
affliated with the petitioner. Subse- 
quently it was dissolved and the project 
and license were transferred to the pe- 
titioner with the written approval of 
the Commission and subject to certain 
conditions, on October 17, 1934. Fol- 
lowing completion of the project, 
Hydro, as required by § 4 of the act 
and Art. 17 of the license, filed a 
“verified initial cost statement” in 
which it claimed $7,829,738.72 to be 
its actual legitimate original cost as of 
November 30, 1929. 

The Commission made a detailed 
audit of all the data in support of the 
claim, and following a preliminary 
staff report thereon, and a hearing 
upon Hydro’s protests before the full 
Commission, rendered an opinion and 
entered its first order determining the 
petitioner’s original cost to be $6,996,- 
093.52, thus disallowing as part of 
original cost various items totaling 
$833,645.20 claimed by Hydro, grant- 
ing it leave, however, to submit addi- 
tional evidence with respect to some of 
the disallowed items. The order is 
that of October 31, 1933, supra, the 
first of those here sought to be re- 
viewed, and required the licensee to 
establish and maintain control ledger 
sheets or accounts with reference to 
the project, beginning with the entry 
of the amount found by the Commis- 
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sion as its actual legitimate original 
cost, and to establish and maintain 
subsidiary ledger sheets, accounts, or 
records showing and substantiating all 
entries in the control account and 
classifying the total for fixed capital 
in appropriate detail and in accord- 
ance with the Commission’s rules and 
regulations. The petitioner applied 
for a rehearing with respect to some 
of the disallowed items, and it being 
granted, the Commission entered its 
second order, that of September 30, 
1937, increasing its determination of 
actual legitimate original cost to $7,- 
218,188.67 and disallowing $611,- 
550.05 of the amount claimed by the 
company as cost. The petitioner was 


again directed to conform its books 
and accounts accordingly. No appli- 
cation was made for rehearing on this 
second determination, and no review 
was sought of the 1933 order or of its 


modification by the 1937 order. 

The petitioner undertook to comply 
with the order of September 30, 1937, 
and on September 12, 1938, advised 
the Commission that it had, by proper 
journal entries, and in conformity 
with its terms, adjusted its books to 
show the Commission’s determination 
of actual original cost after transfer- 
ring a minor item to a nonproject ac- 
count. 

On April 4, 1939, the Commission 
directed the petitioner to show cause 
why the amount of the disallowed 
items should not be transferred as a 
charge against the company’s appro- 
priate surplus account in accordance 
with its orders of October 31, 1933, 
and September 30, 1937, and the pro- 
visions of the uniform system of ac- 
counts prescribed for public utilities 
and licensees. To this the company 
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made response denying that it had 
failed to comply with the Commission’s 
orders, and denying the authority of 
the Commission to require that the dis- 
allowed items be charged to surplus, 
It supported its denial by argument, 
but neither requested nor suggested 
further hearing nor indicated that it 
desired to introduce testimony. On 
Qctober 31, 1939, the Commission 
adopted its third order, and finding 
that no cause had been shown as re- 
quired, directed the petitioner to write 
off the sum of $601,937.57" against 
its earned surplus account. The pe- 
titioner applied for rehearing on De- 
cember 4, 1939. This was automati- 
cally denied by the Commission’s fail- 
ure to act thereon for a period of thir- 
ty days, under the provisions of § 313 
(a) of the Act, 16 USCA § 825/(a). 
The present petition for review to 
this court followed. 

[1, 2] The first question present- 
ed relates to the scope of the review 
and is raised by the Commission’s mo- 
tion to dismiss the petition in so far as 
it prays review of the 1933 and 1937 
orders. Section 313(a) precludes re- 
view of an order of the Commission 
unless the petitioner has made applica- 
tion for a rehearing, and § 313(b) 
limits the time of review to the sixty- 
day period following the entry of an 
order upon an application for rehear- 
ing. The Commission therefore con- 
tends that since there was no petition 
for rehearing filed in respect to the 
1937 order, and no timely court re- 
view sought of either the 1933 or 1937 
orders, we are without jurisdiction to 
consider them. The petitioner re- 





1The difference between this and the ear- 
lier figure represents the item transferred to 
a nonproject account. 
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sponds that the first two orders of the 
Commission did not adversely affect 
it and would not affect it unless and 
until the determination contained 
therein was in some way used to its 
detriment, and that the petitioner 
therefore was not aggrieved and so 
had no right to appeal. Asserting that 
the Commission had jurisdiction to 
determine the net investment of a li- 
censed project for specific purposes 
only, and since actual legitimate orig- 
inal cost was but one of the factors to 
be considered in arriving at net in- 
vestment, and the time had not arisen 
when the Commission could use its de- 
termination for any purpose, it had, 
therefore, no objection to complying 
with the first two orders and entering 
the amounts specified in them as book- 
keeping entries even though it believed 
that the determinations were errone- 
ous. It construed them as mere find- 


ings, directing no determinative ac- 
tion affecting its interests. It was only 
when the third order was entered 
which, for the first time, specifically 
directed the disallowed amounts to be 
charged to surplus, that the petitioner 
considered itself aggrieved and so en- 


titled to a court review. It now con- 
tends that all questions relative to the 
Commission’s adjudication of actual 
legitimate original cost may here be 
reviewed as well as the authority of 
the Commission to direct disallowed 
items to be charged to surplus. 

In support of its contention that the 
first two orders of the Commission 
were not appealable, it points to the 
limited statutory purposes of the Com- 
mission’s determination of actual legi- 
timate original cost. 16 USCA § 803 
(d), provides that “after the first 
twenty years of operation, out of sur- 
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plus earned thereafter, if any, accumu- 
lated in excess of a specified reasona- 
ble rate of return upon the net invest- 
ment of a licensee in any project or 
projects under license, the licensee 
shall establish and maintain amortiza- 
tion reserves, ” Since Project 
289 was put into operation in 1928, 
the jurisdiction of the Commission to 
use its finding for the purpose of de- 
termining amortization reserves does 
not apply until 1948. Section 807 
gives the United States the right to re- 
capture or purchase the licensed project 
at the expiration of the license upon 
payment of an amount equal to the 
net investment of the licensee, but not 
to exceed the fair value of the project, 
and net investment is to be determined 
by agreement between the Commission 
and the licensee, or, in case agreement 
fails, by proceedings in equity institut- 
ed by the United States. The license 
having been issued in 1925 for a term 
of fifty years, the government cannot 
purchase or recapture the property un- 
til 1975, so that determination of orig- 
inal cost by the Commission upon com- 
pletion of the project is no more than 
preservation of evidence useful only 
when the license has expired. A third 
purpose for the utilization of the Com- 
mission’s findings is indicated by § 809 
which provides that when, in the opin- 
ion of the President, the safety of the 
United States demands that it take 
over a licensed project, the United 
States has such right upon payment 
of just and fair compensation for 
the use of the property. So it is ar- 
gued that the Commission’s finding of 
original cost is again merely evidence 
of one element to be considered in de- 
termining what this compensation 
shall be. Therefore, it is its view that 
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since the Commission’s first two or- 
ders were mere findings of cost which 
would materially affect the interest of 
the petitioner only when the time ar- 
rived at which they would be given ef- 
fect for amortization purposes, recap- 
ture by the government, or the taking 
of the property in a national emergen- 
cy, the petitioner was not aggrieved 
and had no right of appeal. United 
States v. Los Angeles & S. L. R. Co. 
273 US 299, 71 L ed 651, PUR 
1927B 357, 47 S Ct 413; Rochester 
Teleph. Corp. v. United States (1939) 
307 US 125, 83 L ed 1147, 28 PUR 
(NS) 78, 59 S Ct 754 

If this contention, in any respect, 
be valid, it overlooks some of the ex- 
press provisions of the act and the 
clear implications of other provisions. 
By § 10(e), 16 USCA § 803(e), ex- 
cessive profits of a licensee may be ex- 
propriated to the government by in- 


creasing the annual charges paid by it. 
It would seem, therefore, that a de- 


termination of net investment of 
which original cost is the basic ele- 
ment, should be available to the Com- 
mission, for the application of this pro- 
vision, from the very beginning and 
affects materially the interests of the 
licensee. It is not without importance 
that the act, 16 USCA, § 797, re- 
quires the licensee to file with the Com- 
mission, data bearing on actual legiti- 
mate original cost of construction 
within a reasonable period of time to 
be fixed by the Commission after the 
construction of the original project. 
There is implicit in this provision the 
need of an early determination to 
proper enforcement of the act, and the 
exercise of the regulatory powers of 
the Commission. While adjudication 
may not in some respects be applicable 


until after the lapse of years, in other 
aspects it may instantly become of 
highest importance. This must be so 
when the safety of the United States 
requires. Bitter experience has dem- 
onstrated that threats to national safe- 
ty do not always proclaim their com- 
ing in advance, and the need for use 
by the government of power projects 
may suddenly appear. In this situation 
choice between one project and anoth- 
er immediately and peremptorily re- 
quired, may rest upon comparative ad- 
judications of cost of construction or 
net investment. 

In Federal Power Commission y, 
Metropolitan Edison Co. (1938) 304 
US 375, 384, 82 L ed 1408, 24 PUR 
(NS) 394, 399, 58 S Ct 963, 967, the 
Supreme Court had occasion to consid- 
er the nature of orders of the Commis- 
sion which are subject to review un- 
der § 313(b), and concluded: “The 
provision for review thus relates to 
orders of a definitive character deal- 
ing with the merits of a proceeding 
before the Commission and resulting 
from a hearing upon evidence and 
supported by findings appropriate to 
the case.” Mere preliminary or pro- 
cedural orders are not within statutes 
providing for review by the circuit 
court of appeals, and so attempts to 
enjoin administrative hearings and ob- 
tain judicial relief before the pre- 
scribed administrative remedy has 
been exhausted, have been held to be 
at war with long settled rules of judi- 
cial administration. The Commis- 
sion’s order in the Edison Case, how- 
ever, merely fixed a date for hearing, 
required respondents to appear, and 
produce information and documents. 
It was no more than a notice. The 
first orders of the Commission in the 
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present case, however, were final ad- 
judications of an essential element in 
controversy, and directed affirmative 
action of an important nature to be 
taken by the petitioner. 

In the Rochester Telephone Case, 
supra, the Communications Commis- 
sion had declared the Rochester com- 
pany to be a corporation subject to its 
jurisdiction, and ordered it to comply 
with previous general orders requir- 
ing telephone companies to furnish de- 
tailed information as to their affairs. 
It was there held that the order was 
not a mere abstract declaration re- 
garding status, nor a stage in an in- 
complete process of administrative ad- 
judication. The contested order nec- 
essarily and immediately carried di- 
rection of obedience to previously 
formulated mandatory orders ad- 


dressed generally to all carriers ame- 
nable to the Commission’s authority, 


and so the order was held to be re- 
viewable. So here the direction of the 
Commission that the licensee establish 
accounts showing a debit balance in 
its fixed capital assets was an affirma- 
tive, determinative order directing ac- 
tion, was more than a mere finding, 
and its mandate entails more than 
mere preservation of evidence. Com- 
pare East Ohio Gas Co. v. Federal 
Power Commission (1940) 115 F 
(2d) 385, 38 PUR(NS) 397. 

So far we have not considered the 
Commission’s argument hereafter to 
be dealt with, that there is implicit in 
the first orders of the Commission a 
direction that disallowed items be 
charged to surplus because only by 
such charge may there be conformity 
with sound accounting practice. If 
there be validity to this argument the 
petitioner has, as will later be seen, 
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completely demonstrated its grievance, 
and so the reviewability of the first or- 
ders. Without considering this view, 
however, in respect to the present 
phase of the case, we conclude that the 
first orders of the Commission were 
reviewable under § 313, that no re- 
view having been sought and the time 
for such review having expired, we 
are without jurisdiction to entertain a 
challenge either to the finding of the 
Commission upon actual legitimate 
original cost of Project 289, or to the 
Commission’s direction for the incor- 
poration of the result in the books and 
records of the petitioner, and that the 
Commission’s motion to dismiss the 
petition in so far as it prays for review 
of the 1933 and 1937 orders, must be 
granted. 

We arrive, therefore, at a consider- 
ation of the petition to review the 1939 
order of the Commission which the 
petitioner designates as the principal 
order appealed from. Its challenge is 
based on many grounds. It demon- 
strates its grievance, in the first place, 
resulting from the requirement that 
it charge disallowed items to surplus, 
by asserting that such charge will af- 
fect its credit, the market price of its 
securities, and the interest that it might 
be required to pay for bank loans. In 
addition, such charge will result in un- 
derstating the cost of its property to 
it, may seriously affect a purchaser’s 
opinion of the value of its security, 
and deprive it of reserves which may 
become necessary to take care of un- 
foreseen losses. Its grievance thus as- 
serted, it then assails the order as be- 
ing beyond the scope of the Commis- 
sion’s authority under the act. It as- 
serts that the Commission has no ju- 
risdiction over its rates, services, or 
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securities, nor over its accounts and 
accounting system, and finally, that the 
order is void because it constitutes 
confiscation of its property, and like- 
wise void for want of due process in 
failure to grant a hearing upon its pe- 
tition to the Commission for re- 
hearing. 

In urging that the Commission has 
no jurisdiction over rates, services, or 
securities, the petitioner points to § 19 
of the 1920 act, 16 USCA § 812, 
which limits jurisdiction over rates, 
services, or securities, to those utili- 
ties which are not being regulated by 
a state Commission, and provides that 
the jurisdiction of the Federal Power 
Commission shall cease and determine 
as soon as the state has provided a 
Commission or other authority for the 
regulation and control of these mat- 
ters. The petitioner, it asserts, is not 
within the limitation because Ken- 
tucky has such a Commission which 
is actually regulating its rates, services, 
and securities, as well as its account- 
ing system. It points also to the fact 
that § 20 of the 1920 act (16 USCA 
§ 813), limits jurisdiction over power 
to that which enters into interstate or 
foreign commerce, and to situations 
where either there are no state Com- 
missions or the state Commissions of 
respective states are unable to agree. 
The act further provides that deter- 
minations of value are to be governed 
by the same procedure and practice as 
is used with regard to railroads, and 
so such value is not limited when con- 
sidered as a base for rate making to 
original cost or net investment. Rates 
must be such as to allow a return on 
fair value, in the determination of 
which there must be included all ele- 
ments of value recognized by the law of 


the land for rate-making purposes, 
Thus the conclusion is urged upon us 
that, since the Commission’s determi- 
nation of actual legitimate original 
cost or net investment, was but for the 
purpose of setting up amortization re- 
serves after 1948, the purchase or re- 
capture by the government after 1975, 
or an emergency taking-over of the 
petitioner’s property, there is no juris- 
diction in the Commission over rates. 
services, or securities of a purely in- 
trastate utility because the Commis- 
sion has no authority in such matters, 
Finally, it is said that while the 1920 
act gave the Commission jurisdiction 
to prescribe a system of accounts for 
licensees, 16 USCA § 797, this pro- 
vision was eliminated from the 1920 
act when it was amended in 1935. 
[3] Since Kentucky has a Commis- 
sion which regulates rates and serv- 
ices, it may be conceded that the Fed- 
eral Power Commission has no pres- 
ent authority in this respect. It does 
not, however, follow that the Commis- 
sion is without jurisdiction to regu- 
late and control the petitioner’s system 
of accounts and to require it to make 
effective its finding of actual original 
cost or net investment. The petition- 
er, in respect to Project 289, is a li- 
censee of the government. Questions 
of value, for purposes of amortiza- 
tion, recapture, or taking over, are not 
those which apply for rate-making 
purposes to utilities stemming from 
private investment in preregulatory 
periods or to those initiated by private 
enterprise without contribution of 
necessarily vital power by government 
conditioned upon compliance with the 
terms of the grant. As pointed out 
in United States v. Appalachian Elec- 
tric Power Co. (1940) 311 US 377, 


45 PUR(NS) 152 





LO! 


424, 8 
146, € 
this p 
tures 
minio! 
energ) 
the er 
ture 1 
upon 
the | 
such 
USC. 
to ket 
scribe 
cense 
50. 
ing ¢ 
ary, | 
sent 
and 
upor 
men’ 
acco 


LOUISVILLE GAS & ELECTRIC CO. v. FEDERAL POWER COM. 


424, 85 L ed 243, 36 PUR(NS) 129, 
146, 61 S Ct 291, 307, “Possessing 
this plenary power to exclude struc- 
tures from navigable waters and do- 
minion over flowage and its product, 
energy, the United States may make 
the erection or maintenance of a struc- 
ture in a navigable water dependent 
upon a license.”” The subsidiary of 
the petitioner sought and obtained 
such license, and the act (§ 301, 16 
USCA § 825) requires every licensee 
to keep its accounts in the manner pre- 
scribed by the Commission. The li- 
cense incorporated an obligation to do 
so. Moreover, the petitioner, in tak- 
ing over the license from its subsidi- 
ary, could acquire it only with the con- 
sent and approval of the Commission, 
and such approval was conditioned 
upon the petitioner’s express agree- 
ment to comply with the Commission’s 
accounting requirements under § 8 of 
the act, 16 USCA § 801. 

[4, 5] While § 4(f) of the 1920 
act was repealed by the 1935 act, 16 
USCA § 797(f) note, the Commis- 
sion’s authority over the accounting 
system of a licensee did not disap- 
pear. Section 301(a) of the 1935 act 
provides that every licensee and pub- 
lic utility shall make, keep, and pre- 
serve for such periods such accounts, 
records of cost accounting procedures, 
etc., as the Commission may, by rules 
and regulations, prescribe. Further- 
more, the provision that nothing in 
the act should relieve a public utility 
from keeping such accounts as are re- 
quired by the laws of the state, im- 
pliedly, if not expressly, discloses a 
purpose that the Commission shall 
prescribe such accounting system, not- 
withstanding that the state has re- 
quired a like or a different system of 
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accounts. It may be granted that ac- 
ceptance of a license in the first in- 
stance, and of the Commission’s later 
consent to its transfer, both granted 
upon condition that the licensee shall 
abide by the orders of the Commission 
in respect to accounting, does not 
oblige the petitioner to comply with 
arbitrary or capricious orders of the 
Commission, or such as are clearly be- 
yound the scope of its authority. It 
does not follow, however, that an or- 
der of the Commission which makes 
available for all purposes, both present 
and prospective, the actual original 
cost of the licensed project or the li- 
censee’s net investment therein, is ar- 
bitrary or beyond the scope of the 
Commission’s authority. Nor does it 
follow that the Commission may not 
give consideration to the broad gener- 
al purposes of the act which clearly 
contemplated not only the protection 
of the public interest generally, but 
likewise the interest of the consumer 
and the investor. 

While the provisions for the amor- 
tization, recapture, or taking over of 
the licensed project, establish the basis 
for exhaustion of value or compensa- 
tion to the utility of its net investment 
therein, it is clear, from § 3(13) of 
the act, 16 USCA § 796(13), that net 
investment is but actual original cost 
extended to the time of expropriation 
by fitting adjustments. These adjust- 
ments comprise the addition of better- 
ments, and the elimination of surplus, 
depreciation, and amortization or oth- 
er reserves set up out of earnings in 
excess of a fair return or additions and 
betterments paid for out of excess 
earnings. In other words, if the con- 
struction project were taken over im- 
mediately after completion, actual le- 
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gitimate cost and net investment would 
be identical. If taken over after a pe- 
riod of operation, the licensee is enti- 
tled to a fair return on net investment, 
but no more. So it seems clear that it 
was the purpose of the act that exces- 
sive earnings should neither be pre- 
served nor concealed in surplus, sink- 
ing fund, or other reserves. Other- 
wise there would be no point in pro- 
viding that the data, with respect to 
actual original cost, be furnished and 
acted upon within a reasonable time 
after construction is completed. 

[6] The argument that the wiping 
out of a large part of the petitioner’s 
surplus will result in disastrous conse- 
quences to the value of its securities, 
necessarily concedes that a like result 
will follow whenever, under the recap- 
ture or emergency provisions, the find- 
ing of net investment of the licensee 
in the project is finally made effective. 
Indeed, the consequences may then be 
much more serious, for the investing 
public will then be lulled into a false 
sense of security by the passing of 
time. It, therefore, is not arbitrary nor 
beyond the Commission’s scope of au- 
thority to require that the value of 
capital assets for dividend or security 
valuation purposes, shall be the same 
as for expropriation or recapture pur- 
poses, and be adequately disclosed, 
from the beginning, upon the books of 
the petitioner. As one court expressed 
it, disallowed items should not be per- 
mitted “to assume the nature of vest- 
ed interests.” Clarion River Power 
Co. v. Hurley, 59 Wash Law Rep 106, 
108. 

The view we take of the act in re- 
spect to the scope of the Commission’s 
authority to direct the charge to sur- 
plus of disallowed cost items is sub- 


stantially that taken by other courts 
which have dealt with the same or re. 
lated problems. Clarion River Power 
Co. v. Smith, 61 App DC 186, PUR 
1932E 149, 59 F(2d) 861, certiorar; 
denied (1932) 287 US 639, 77 L ed 
553, 53 S Ct 88; Alabama Power Co, 
v. McNinch (1937) 68 App DC 132, 
21 PUR(NS) 225, 94 F(2d) 601; 
Northern States Power Co. v. Fed- 
eral Power Commission (1941) 118 
F(2d) 141, 39 PUR(NS) 23; Ala- 
bama Power Co. v. Federal Power 
Commission, — App DC —, 44 PUR 
(NS) 197, 128 F(2d) 280, decided 
March 30, 1942. The effort to dif- 
ferentiate these cases in the respect 
herein considered is wanting in per- 
suasiveness. In general, it has been 
held to be entirely reasonable for the 
Commission, in order properly to per- 
form its duties, to direct elimination 
of items found not to constitute real 
assets and to establish uniform ac- 
counting. This is the necessary im- 
plication of the act. Nor does this 
authority relieve the licensee from 
keeping accounts under authority of 
state law. The Commission and the 
state regulatory body each acts within 
its own field. Northern States Power 
Co. v. Federal Power Commission, 
supra. 

[7] Clearly, the required charge to 
surplus is in no sense a confiscation of 
the petitioner’s property when we keep 
in mind that what is involved is a li- 
censed project not only subject to ac- 
cepted conditions of amortization, re- 
capture, or taking over, but subject 
also to revocation of the license if cer- 
tain of its conditions are not complied 
with. It was assumed, though with- 
out decision, in United States v. Ap- 
palachian Electric Power Co., supra, 
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311 US at p. 427, 36 PUR(NS) at 
p. 148, that “by compulsion of the 
method of acquisition provided in § 14 
of the Power Act and the tendered li- 
cense, these riparian rights may pass 
to the United States for less than their 
value. In our view this ‘is the price 
which (respondents) must pay to se- 
cure the right to maintain their dam.’ ” 
This is from the conclusion reached in 
Fox River Paper Co. v. Railroad Com- 
mission (1927) 274 US 651, 71 L 
ed 1279, 47 S Ct 669, which the court 
now declares is decisive on the issue 
of confiscation. 

[8,9] Finally, there is no merit to 
the contention that the petitioner has 
been denied due process of law. The 
1939 order was but a clarification of 
the earlier orders. The petitioner was 
given full opportunity to show cause 
why it should not be entered. It had 


already been advised of a judicial de- 


termination in Clarion River Power 
Co. v. Hurley, supra, that the scope of 
the Commission’s authority included 
power to direct that disallowed items 
of cost should not be retained in capi- 
tal accounts. It should have under- 
stood that the finding of the Commis- 
sion must have been intended by the 
act as something more than mere fu- 
tility, ineffective upon the petitioner’s 
books of account except to preserve 
evidence for use in a far distant fu- 
ture. The petitioner made its re- 
sponse to the order to show cause. It 
must be assumed that the response was 
as full and complete as it considered 
possible or appropriate. It requested 
no opportunity to present evidence, 
and the factors that had led to the 
original orders had already been fully 
considered. The Fifth Amendment 
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guarantees no particular form of pro- 
cedure, National Labor Relations 
Board v. Mackay Radio & Teleg. Co. 
(1938) 304 US 333, 351, 82 L ed 
1381, 58 S Ct 904, and in general 
there is no warrant in assuming a fail- 
ure to grant a fair hearing by the lack 
of a trial in the strict or formal sense. 
The “inquiry [should be] so fitted in 
its range to the needs of the occasion.” 
Escoe v. Zerbst (1935) 295 US 490, 
79 Led 1566, 55 S Ct 818, 820. Such 
inquiry was made and full opportunity 
was given to the petitioner to support 
its position. 

[10, 11] The petitioner’s motion 
for leave to adduce additonal testi- 
mony must be overruled because of its 
failure to qualify under 16 USCA 
§ 8251(b) of the act which requires 
that it shall show, to the satisfaction 
of the court, that the additional evi- 
dence is material, and that there were 
reasonable grounds for failure to ad- 
duce it in proceedings before the Com- 
mission. The evidence now offered 
concerns itself mainly with the legis- 
lative history of 16 USCA § 79la et 
seq., and data in respect to the peti- 
tioner’s affairs and relations with the 
Public Service Commission of Ken- 
tucky. As to the first we assume au- 
thority judicially to notice it, and have 
done so. But as to both, even were 
the offer timely, it does not clearly ap- 
pear that the new evidence would com- 
pel or persuade to a contrary result, in 
view of the statutory mandate that the 
findings of the Commission as to facts, 
if supported by substantial evidence, 
shall be conclusive. In any event, no 
good reason appears why this evidence 
could not earlier have been submitted 
to the Commission. 
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The petition is dismissed in so far ond orders of the Commission, and Securit’ 
as it prays review of the first and sec- the 1939 order is affirmed. 





SECURITIES AND EXCHANGE COMMISSION 


Re Community Power & Light 
Company et al. 


[File No. 70-282, Release No. 3676.] 


Intercorporate relations, § 19.8 — Simplification of system — Order of approval 
—Disposition of properties. 

1. An order approving a plan for simplification of a holding company sys- 

tem, pursuant to § 11(e) of the Holding Company Act, 15 USCA § 79k(e), 

will specifically require that nonretainable properties acquired pursuant to 

the plan be disposed of within one year unless such time be extended by 
order of the Commission, p. 178. 


Corporations, § 22 — Reorganization — Allocation of securities — Valuation. 


2. A disparity in the proven earning power contributed to a merged enter- 
prise by the stockholders of one holding company and that contributed by 
the stockholders of another holding company should receive greater weight 
than the disparity between the two contributions considered upon the basis 
of underlying book values, in a proceeding pursuant to § 11(e) of the Hold- 
ing Company Act, 15 USCA § 79k(e), wherein the fairness of the alloca- 
tion of securities requires an examination into the relative contributions 
of the two sets of stockholders to the surviving corporation, p. 180. 


Valuation, § 50 — Purpose of reorganization — Holding Company system. 

3. Underlying book values and past earnings are not the sole criteria of 
value in determining the fairness of allocations of stock in a surviving cor- 
poration, pursuant to a reorganization plan under § 11(e) of the Holding 
Company Act, 15 USCA § 79k(e), but there must also be considered geo- 
graphical location of properties, economic characteristics of territories served 
and the imminence or unlikelihood of changes in local economies upon 
which revenues are dependent, quality of income, localized economic trends, 
proximity of approach to customer saturation, and other pertinent factors 
not susceptible of arithmetical computation, p. 182. 


Intercorporate relations, § 19.3 — Simplification of system — Submitted plan. 

4. A plan submitted pursuant to § 11(e) of the Holding Company Act, 
15 USCA § 79k(e), for the simplification of a holding company system is 
necessary to effect the provisions of § 11(b) of the act (subject to approval 
of particular features as to which the record is not complete and subject to 
conditions and reservations of jurisdiction) when the proposed steps would 
achieve a closer approach to the statutory standards and place a surviving 
intermediate company in a better position to take such additional action as 
may be required to conform the system in all respects to the standards pre- 
scribed by the act, p. 184. 
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Security issues, § 111 — Holding company simplification — Solicitation — Partics- 
pation by investment houses and brokers. 

5. To the extent that assistance of investment houses and brokers in con- 
nection with solicitation of assents of stockholders to a proposed plan sub- 
mitted under § 11 of the Holding Company Act, 15 USCA § 79k, might 
be interpreted as subjecting such persons to disqualification from partici- 
pation in underwriting and selling of securities to be issued and sold by a 
surviving corporation upon consummation of a proposed merger, under 
Rule U-62(g)(2)(A), the order approving the plan will exempt such 
persons, pursuant to Rule U-100, from such disqualification, p. 186. 


Commies merger, and sale, § 18— Plan to comply with Holding Company 
ct. 
Discussion of plan approved pursuant to § 11(e) of the Holding Company 
Act, 15 USCA § 79k(e), for the merger of a registered holding company 
and two subsidiary companies, each being also a registered holding com- 
pany and an operating utility company, whereby one subsidiary becomes 
the surviving corporation, p. 163. 


Corporations, § 15 — Liquidation — Compliance with Holding Company Act. 
Discussion of plan for liquidation of corporations in a holding company 
system as part of a plan submitted pursuant to § 11(e) of the Holding 
Company Act, 15 USCA § 79k(e), p. 166. 


Security issues, § 1— Recapitalization— Compliance with Holding Company 
Act. 
Discussion of capitalization and recapitalization involved in plan submitted 


for simplification of holding company system pursuant to § 11(e) of the 
Holding Company Act, 15 USCA § 79k(e), p. 167. 


Consolidation, merger, and sale, § 18 — Acquisition under simplification plan. 


Discussion of acquisition of properties by a surviving corporation pursuant 
to a plan for simplification of a holding company system submitted under 
§ 11(e) of the Holding Company Act, 15 USCA § 79k(e), p. 169. 


Security issues, § 1 — Refinancing of surviving corporation — Holding company 
simplification. 
Discussion of plans for refinancing a surviving corporation pursuant to a 
plan for simplification of a holding company system under § 11(e) of the 
Holding Company Act, 15 USCA § 79k(e), p. 173. 
Accounting, § 8 — Surviving corporation in merger — Holding company simpli- 
fication. 
Discussion of property accounts in connection with a plan for simplification 
of a holding company system pursuant to § 11(e) of the Holding Com- 
ror Act, 15 USCA § 70k(e). wherein certain companies are merged, p. 
174. 

Security issues, § 99 — Capitalization ratios — Holding company simplification. 
Discussion of ratios of securities to total capitalization and to properties 
and investments on various bases in connection with plan for simplifica- 
tion of holding company system pursuant to § 11(e) of the Holding Com- 
pany Act, 15 USCA § 79k(e), p. 175. 

Intercor porate relations, § 19.3 — Simplification of system — Fairness of plan. 
Discussion of fairness of proposed plan for simplification of holding com- 
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pany system pursuant to § 11(e) of the Holding Company Act, 15 USCA 
§ 79k(e), p. 178. 

Intercorporate relations, § 19.3 — Holding company simplification — Compliance 

with statutory requirements. 

Discussion of compliance with statutory requirements additional to those 
expressly set forth in § 11(e) of the Holding Company Act, 15 USCA 
§ 79k(e), in connection with the approval of a plan submitted pursuant 
to such section for simplification of a holding company system, involving 
intrasystem conveyances and transfers, capital contributions, acquisition and 
retirement of securities, assumption of liabilities, and solicitation of assents 
of stockholders, p. 180. 

Accounting, § 7.6 — Reserve — Merger — Losses. 
Requirement for creation of reserve account for application against such 
losses, if any, as may be realized upon sale of investments by surviving 
corporation under plan for simplification of holding company system pursu- 
ant to § 11(e) of the Holding Company Act, 15 USCA § 79k(e), p. 185. 

Dividends, § 6 — Restrictions — Simplification plan — Condition of approval. 
Dividend restriction in connection with approval of plan for simplification 
of holding company system pursuant to § 11(e) of the Holding Company 
Act, 15 USCA § 79k(e), p. 187. 

[July 8, 1942.] 


ieee plan submitted pursuant to § 11(e) of the Hold- 
ing Company Act; plan approved subject to conditions and 
reservations of jurisdiction. 


¥ 


*Al: 
Mexic 


APPEARANCES: Albridge C. Smith, 
Prescott R. Andrews and Charles H. 
Scott, Jr., of Humes, Buck, Smith & 
Stowell, New York, for the appli- 
cants ; Lewis N. Evans, Ralph C. Bin- 
ford and John W. Christensen, for the 
Public Utilities Division of the Com- 
mission. 


By the Commission: This matter 
involves a comprehensive filing by 
Community Power and Light Com- 
pany, and certain subsidiaries thereof, 
pursuant to § 1l(e) of the Public 
Utility Holding Company Act of 
1935, 15 USCA § 79k(e) (herein- 
after called “the Act”), for approval 
of a plan designed to effect compli- 
ance with the requirements of § 11 
(b) of the Act. After due notice, 
hearings were held in connection with 
45 PUR(NS) 


the various phases of the plan pre- 
sented, and having considered the rec- 
ord, the Commission makes the find- 
ings herein set forth. 


The Community System 


The Community holding company 
system, as presently constituted, to- 
gether with the nature of the business 
conducted by the various subsidiary 
companies and the location of the op- 
erating properties by states is shown 
in the following chart. In each in- 
stance 100 per cent of the common 
stock of each subsidiary is owned by 
its respective parent except in the case 
of General Public Utilities, Inc. In 
that case, 60.37 per cent of the com- 
mon stock is owned by Community, 
the remainder being publicly held. 
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Name of Company! 


Community Power and Light Company 
Arkansas Utilities Company 
The Kansas Utilities Company 
Texas-New Mexico Utilities Com- 
pany 
Southwestern Electric Company 
General Public Utilities, Inc. 
Gulf Public Service Company 
Southwestern Public Service Com- 
pany 


Arizona Electric Power Com- 


pany 
Flagstaff Electric Light Com- 


pany Electric, 


Holbrook Light and Power 
Company 


Southwestern Ice Company Ice 


*Also owns, but does not operate, 
Mexico. 


Community is a registered holding 
company owning 10 per cent of the 
voting securities of three operating 
public utility companies, 100 per cent 


of the voting securities of an invest- 
ment company (Southwestern Elec- 
tric) and 60.37 per cent of the voting 
power of General, a registered hold- 
ing company which is also an operat- 
ing utility company. These subsidi- 
aries will now be discussed dealing 
first with the three operating utility 
companies which are not also holding 
companies. 


Holding company 
Electric, gas, water, ice 
Electric, heat, ice 


Electric 


Electric 


Location of 
Operating 
Properties 


Nature of Business 


Ark. 
Kans. 
Texas-N. M. 


Electric, water, ice 

Investment company 

Electric, ice holding company 

Electric, gas, water, ice, bottling 

Holding 
water, ice 


Fla., Texas* 
La. Fes 
electric, 


company, gas, 


Texas-N. M. 
Ariz. 
Ariz. 


Ariz. 
Ariz. 


electric generating facilities in Louisiana and New 


Direct Operating Subsidiaries of Com- 
munity, Which Are Not Holdtng 
Companies 


Arkansas is an operating public util- 
ity company furnishing electricity to 
the public in a service area in east-cen- 
tral Arkansas. Helena, situated with- 
in the area so served, is also served 
with gas, water, and ice, and Marianna, 
likewise situated within such area, is 
served with water as well as electricity. 

Texas-New Mexico is a public utili- 
ty operating company engaged princi- 
pally in the generation, transmission, 





1For convenience, the several companies in- 
— will hereinafter be designated as fol- 
Ows: 

Community Power and Light Company— 
Community. 

Arkansas Utilities Company—Arkansas. 

The Kansas Utilities Company—Kansas. 

Texas-New Mexico Utilities Company— 
Texas-New Mexico. 

Southwestern Electric Company — South- 
western Electric. 

General Public Utilities, Inc—General. 
Gulf Public Service Company—Gulf. 

Southwestern Public Service Company— 
Southwestern. 
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Arizona Electric Power Company — Ari- 
zona. 

Flagstaff Electric Light Company—Flag- 
staff. 

Holbrook Light 
Holbrook. 

Southwestern Ice Company—Southwestern 
Ice. 

Royal Palm Ice Company, a Florida cor- 
poration (hereinafter called Royal Palm), is 
also a subsidiary of General. It is not listed 
in the chart given in the text because present- 
ly inactive. However, as a result of the sev- 
eral transactions presently proposed, it will 
become an active company. 


and Power Company— 
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and distribution of electric energy, in, 
and south of, the Panhandle district 
of Texas and in adjacent territory in 
eastern New Mexico. The electric 
properties of Texas-New Mexico, so 
located, are adjacent to and intercon- 
nected with the electric properties of 
Southwestern located in the Texas 
Panhandle. In addition to these prop- 
erties, Texas-New Mexico owns elec- 
tric utility properties in and around 
Marlin and Mexia in the east-central 
part of Texas. These latter properties 
are situated about 300 miles from the 
Texas-New Mexico properties first 
mentioned, are not interconnected 
with such latter properties, nor capable 
of economical interconnection there- 
with. In addition to its electric utility 
business, Texas-New Mexico is en- 
gaged to a lesser degree in the water 
and ice business in portions of its elec- 
tric service area. 

Kansas is a public utility operating 
company engaged principally in the 
generation, transmission, and distri- 
bution of electric energy in the eastern 
part of Kansas. 

Southwestern Electric, the invest- 
ment company subsidiary, will be liqui- 
dated in connection with the proposed 
transactions. Over 90 per cent of its 
assets consist of obligations of Texas- 
New Mexico. 


Subholding Companies and 
Subsidiaries 


General, a direct subsidiary of Com- 
munity, is a registered holding com- 
pany. Its only direct active subsid- 
iaries are Southwestern and Gulf. It 
has an inactive subsidiary, Royal 
Palm, which will be used for segrega- 
tion of the Florida ice properties as 
hereinafter discussed. General is also 
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an operating public utility company. 
The physical operations of General 
consist principally of the generation of 
electricity from facilities owned by it 
at Amarillo, Texas (the electricity s0 
generated at Amarillo being sold in its 
entirety to Southwestern), and the 
operation of ice properties located in 
the state of Florida. General also 
owns, but does not operate, electric 
generating facilities located in New 
Mexico and in Louisiana, these prop- 
erties being operated by system subsid- 
iaries. 

Gulf, a direct subsidiary of General 
and an indirect subsidiary of Commu- 
nity, is an operating public utility com- 
pany engaged in electric utility opera- 
tions in Louisiana and in the eastern 
part of Texas. Gulf also engages, to 
a lesser extent, in the gas utility, ice, 
water and bottling businesses in the 
same general areas. 

Southwestern, a direct subsidiary of 
General and an indirect subsidiary of 
Community, is a registered holding 
company and is also an operating pub- 
lic utility company. The operations 
of Southwestern consist principally of 
the generation, transmission, and dis- 
tribution of electric energy in the Pan- 
handle district of Texas and in a small 
service area in the Southeastern part 
of New Mexico. This company also 
carries on, to a lesser extent, gas, ice, 
and water businesses within the terri- 
tory served with electricity by it. 

Arizona, Flagstaff, and Holbrook, 
direct subsidiaries of Southwestern 
and indirect subsidiaries of General 
and of Community, are small electric 
utility companies, operating in the 
eastern part of the state of Arizona. 
The properties of these three compa- 
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nies are not adjacent to, nor intercon- 
nected with, the other system proper- 
ties. The properties of Arizona are 
interconnected with those of Holbrook 
but the properties of neither of these 
two companies are interconnected with 
the Flagstaff properties. 

Southwestern Ice is a small com- 
pany engaged in the ice business in 
Holbrook, Arizona. 

The necessity for reorganization, in 
order to comply with the standards 
of the act, is immediately apparent 
from the fact that Community is a 
holding company with respect to a 
subsidiary (General) which itself has 
a subsidiary (Southwestern) which 
isa holding company, in contravention 
of § 11(b)(2). By reason of the 
foregoing and the multiplicity and di- 
verse character of the securities mak- 
ing up the present capitalization of 
the companies in the system, the ap- 
plicants have recognized and stated the 
conclusion at the hearings that the 
present corporate structure is unduly 
and unnecessarily complicated and, 
therefore, fails to comply with § 11 
(b)(2). Similarly, due to the lack 
of physical interconnection and capa- 
bility of such interconnection between 
all the properties of the system, the 
geographical distribution thereof, and 
the several types of businesses con- 
ducted, the record discloses the con- 
currence of the applicants in the view 
that the operations of the present sys- 
tem are not limited to those of a single 
integrated public utility system and to 
such other businesses as are reasona- 
bly incidental, or economically neces- 
sary or appropriate to the operation 
of such integrated public utility sys- 
tem, as required by § 11(b) (1). 

[11] 
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Summary of Plan 


Briefly stated the proposed plan pro- 
vides for (1) the sale of certain prop- 
erties, (2) the elimination of unnec- 
essary companies, namely, Communi- 
ty, General, Southwestern Electric, 
and Texas-New Mexico, (3) the com- 
bination of certain properties into a 
single operating company, Southwest- 
ern, with the retention only temporari- 
ly of certain isolated subsidiary com- 
panies, and properties, (4) the segre- 
gation of the Florida ice properties of 
General into Royal Palm, (5) the re- 
capitalization and partial liquidation of 
one such isolated company, Gulf, as 
an aid to the future disposition of it, 
(6) the acquisition from a nonaffiliat- 
ed system of certain properties capa- 
ble of physical interconnection, these 
properties being presently owned by 
Panhandle Power and Light Compa- 
ny, Cimarron Utilities Company and 
Guymon Gas Company, all direct sub- 
sidiaries of Continental Gas and Elec- 
tric Corporation, a subsidiary of Unit- 
ed Light & Power Company, and (7) 
the refinancing of the chief operating 
company, Southwestern, remaining 
after the proposed transactions. 


Progress Already Made toward Stand- 
ards of Section 11 


Community was incorporated in 
Delaware in 1927 to acquire the assets, 
consisting primarily of all the com- 
mon stocks and the majority of the 
bonds of four operating companies 
and one so-called investment company, 
and to assume the liabilities of Com- 
munity Power and Light Company of 
Illinois. The operating companies, 
control of which was so acquired by 
Community, functioned in widely 
45 PUR(NS) 
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scattered service areas. The common 
stock of Community was all held by 
its parent and creator, American Com- 
munity Power Company, and was 
pledged, with other assets, to secure 
the debentures of that company. 
American Community Power Compa- 
ny also controlled General Public Util- 
ities Company, the predecessor of Gen- 
eral, and was itself controlled by 
American Commonwealths Power 
Corporation. In 1931 both American 
Community Power Company and its 
parent, American Commonwealths 
Power Corporation, were placed in 
receivership. Meanwhile the financial 
position of Community had been seri- 
ously impaired by reason of practices 
and transactions imposed upon it by 
its parents, including the incurring of 
bank debt for the purchase of unse- 
cured obligations of General Public 
Utilities Company. Later General 
Public Utilities Company was reorgan- 
ized, the present General resulting, and 
as a consequence of this reorganiza- 
tion Community become the control- 
ling common stockholder of, General. 

While the management of Commu- 
nity changed as a result of the collapse 
of the top holding companies, and of 
the distribution of the Community 
common stock which, as had been not- 
ed, was pledged to secure the deben- 
tures of its immediate parent, this new 
management had, as one of its first 
major problems, that of remedying, as 
far as possible, the precarious situa- 
tion, both in respect of credit and in 
respect of public relations, in which 
the practices dictated by the former 
controlling interests had placed the 
company. The action taken in this 
connection, and the results achieved, 
45 PUR(NS) 


are more fully described in our Opin- 
ion in Re Community Power & Light 
Co. (1939) 6 SEC 182, 32 PUR 
(NS) 149. 

Thereafter, further action was tak. 
en by the management of Communit; 
for the financial imporvement of the 
system, such particular action being 
for a simplification of the corporate 
structure of Community itself. To 
this end a voluntary plan of simplifica- 
tion was filed with this Commission, 
approved by it in the findings and 
opinion last cited, and consummated 
pursuant to an order of court. 

The management of Community has 
actively engaged in the exploration 
and negotiation of further steps not 
only toward compliance with § 11(b) 
(2) of the Act, but also toward meet- 
ing the integration standards of § 11 
(b) (1). 

Several important steps have been 
taken. Gothenburg Light and Power 
Company and Nebraska Light and 
Power Company, formerly operating 
subsidiaries of General, doing business 
in Nebraska, have been sold by General 
to public authorities in Nebraska. Part 
of the assets of Arkansas were trans- 
ferred to Missouri Utilities Company, 
a former subsidary of Community, 
and the remainder have been the sub- 
ject of negotiations for sale by Com- 
munity. Missouri, in turn, has been 
disposed of by Community and is no 
longer a subsidiary of a registered 
holding company.* Negotiations have 
also been concluded for the sale of 
Kansas to the Continental Gas & Elec- 
tric Company, a subsidiary of United 
Light & Power Company. (This mat- 





2(1941) Holding Company Act Release 
No. 3041. 
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ter is being treated in a separate order 
and opinion, filed concurrently here- 
with.) Still another step has been the 
transfer of the assets of Dakota Pow- 
er Company, now in process of disso- 
lution, and the South Dakota proper- 
ties of General to a new company, 
Black Hills Power and Light Compa- 
ny, whose securities have been sold to 
underwriters for resale to the public.’ 
The several sales which have been so 
completed have resulted in the dispo- 
sition of net assets of the system in 
the approximate amount of $10,000,- 
000 and in the reduction of debt to 
substantially the same amount. 

In addition to the several transac- 
tions so completed, negotiations have 
hen in progress from time to time 
with respect to the disposal of Arizona, 
Flagstaff, and Southwestern Ice whose 
properties are not adjacent to nor in- 
terconnected with other properties of 
the system. 

These steps were all in compliance 
with a general plan for compliance 
with the statute, and were so described 
inthe several filings with this Commis- 
sion. Thus, the foregoing transac- 
tions have been accomplished, with the 
Commission’s approval where neces- 
sary, as consonant with the proposed 
comprehensive plan, and with compli- 
ance with § 11(b) of the Act. We 
come now to a consideration of the 
substantial phases of the plan with re- 
spect to which jurisdiction has been re- 
served. We will discuss separately 
each of the remaining proposed trans- 
actions. 


Merger of Community, General, and 
Southwestern 

It is proposed that Community and 
General be merged into Southwestern 
which will exchange‘ new common 
stock for the common stock of Com- 
munity and General now outstanding 
and will acquire all the assets and as- 
sume all the obligations of such merg- 
ing companies. In connection with 
the merger, the outstanding no par 
value preferred stock of General in the 
hands of the public will be redeemed 
at $100 per share, plus accrued divi- 
dends.° 

General will deliver to Southwest- 
ern as a capital contribution, for can- 
cellation, the following securities of 
Southwestern : 


First mortgage 4% bonds, due 1971 $1,116,000 
5% unsecured notes, due @2.... 1,162,000 
Preferred stock ($50 par value) 

311,950 


6,239 shares 
$2,589,950 


General will also deliver to South- 
western for cancellation the outstand- 
ing common stock of Southwestern, 
all of which is owned by General and 
also an open account in the amount of 
$50,672. In addition, General will de- 
liver to Southwestern the following 
securities of Gulf: 


5% note, due 1966 
Common stock, $100 par 


* As stated later, these bonds are proposed 
to be surrendered to Gulf in connection with 
its recapitalization and partial liquidation. 


General will also transfer to South- 
western the securities, consisting of a 
6 per cent serial purchase money mort- 
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tae proposed basis of exchange of com- 
mon and the fairness thereof will be discussed 
ata later point in the findings. 
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5 The amount thus necessary to retire such 
stock is $781,443, to be obtained from the 
roposed refinancing of Southwestern as will 
= described later. 
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gage in the amount of $400,000 and 
10,000 shares of common stock, $10 
par value, of Royal Palm Ice Compa- 
ny, a Florida corporation, to which all 
the Florida properties of General are 
to be transferred. The physical as- 
sets of General to be transfered to 
Southwestern consisting principally of 
electric utility property at Amarillo, 
Texas, have a net book value of $1,- 
927,809.” 

As regards Community’s part in 
the merger, the following assets (as of 
December 31, 1941) are to be trans- 
ferred to the surviving corpora- 
tion: [See table below. ] 

Southwestern Electric, a wholly 
owned subsidiary of Community, is 
to be liquidated. The bonds, notes, 
and other claims against Texas-New 
Mexico presently owned by South- 


Securities and Indebtedness of Texas-New Mexico: 


First mortgage 44% bonds due 1944 
General mortgage 5% bonds due 1955 
4% promissory note 

Open accounts 

Common stock, no par value 


Securities of Arkansas: 
First mortgage 4% bonds due 1971 
Common stock $5 par 


Securities of General (for Cancellation) : 
Bonds 
Common stock, no par 


Net physical property 


western Electric are included in the 
above list of those to be transferred by 
Community. P 

Southwestern will assume the obli- 
gations of Community and General 
outstanding in the hands of the public 
at the date of merger which at pres- 
ent®* are as follows: 


Obligations of Community 

First mortgage and_ collateral 
trust 5% bonds due 1957 

Bank loans 


640,000 
$8,602,800 


Obligations of General 

First mortgage collateral trust 
64% bonds due 1956 

First mortgage collateral trust 
64% bonds, due 1955 

Equipment purchase contracts ... 

Payment of liquidating value of 
preferred stock 


$8,617,700 


735,000 
88,000 


778,200 
$10,218,900 
$18,821,700 


Number of Share or 
Principal Amount 
$7,919,900 
153,200 
503,042 
471,651 
16,000 shs. 


Carrying 
Value 
$7,919,900 

153,200 
503,042 
471,651 
1,000,000 


$10,047,793 





$1,000,000 
1,033,479 


$2,033,479 


$1,000,000 
100,000 shs. 





$2,775 
2,532,867 


$2,535,642 
$2,908 


$3,800 
98,514.5 shs. 








6 This transaction is treated in more detail 
infra. 

7 As of December 31, 1941, the gross carry- 
ing value of this property was $2,994,050, 
while the retirement reserve was $1,066,241 
or 35.61 per cent of the gross carrying value 
of such property. 

8 As against total assets of $902,784 on De- 
cember 31, 1941, over 90 per cent of which 
consisted of bonds, notes, and other claims 
against Texas-New Mexico, Southwestern 
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Electric owed $924,857 to Community on notes 
and open accounts and had miscellaneous lia- 
bilities of $99, and a capital stock liability of 
$1,000. Thus, Southwestern Electric had an 
earned surplus deficit, as of that date, of 


8a After giving effect to the sale of Kansas, 
treated in a separate opinion as hereinafter 
noted, and the proposed application of the pro- 
ceeds of such sale. 
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In addition, Southwestern will ac- 
quire current and miscellaneous assets 
of Community and General and will 
assume current and miscellaneous lia- 
bilities. The net excess of such assets 
over such liabilities amounted to ap- 
proximately $500,00 as of December 
31, 1941.8 

The new assets, plus its own senior 
obligations, to be acquired by South- 
western as a result of the merger had, 
as of December 31, 1941, an adjusted 


Investments 
Special funds 
Current assets 
Other assets 
Deferred charges 


Current liabilities 

Deferred credits 

Reserve for investments 
Retirement reserve 
Contribution for construction 
Preferred stock 


net book value (the investments hav- 
ing been adjusted to reflect underlying 
book values after certain adjustments 
to the surplus accounts of Texas-New 
Mexico and Gulf hereinafter dis- 
cussed) of $23,741,039. This may 
be compared with total obligations as- 
sumed of $18,821,700. 

The following are corporate balance 
sheets of Southwestern as at Decem- 
ber 31, 1941, per books and after giv- 
ing effect to the merger: 


Increase 
or 
Per Books (Decrease) 
$8,276,508** $17,785,254 
461,1 2,612 


’ ) 


As Merged* 


$26,061,762 
7,293,766 
481,061 481,161 
1,225,207 1,604,994 
8,243 8,843 
12,708 118,021 


$26,345,085 $35,568,547 


60 
105,313 
$9,223,462 





$4,537,000 
1,162,000 


$16,499,500 


$21,036,500 
(434,000) 7. 


28,000 
43,333 


$21,807,833 





$16,108,833 

947,013 

43,993 

200,000 

862,757 2,595,997 
107,891 12,960 
311,950 1,516,950 
1,636,856** 4,919,339 


$9,223,462 $26,345,085 


1,828,900 
6,556,195 


$35,568,547 





* After giving effect to liquidation of Texas-New Mexico and to property transfers between 
Gulf and Southwestern and certain other adjustments on books of Gulf, all of which are more 


fully discussed hereinafter. 


** After giving effect to reversal of write-up in the amount of $553,994, 


8 See p. 164. 
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Liquidation of Texas-New Mexico 

Community owns all of the out- 
standing common stock of Texas-New 
Mexico and substantially all of its debt 
securities. However, bonds in the 
principal amount of $300,000 and all 
preferred stocks (aggregate par or 
stated value of $1,042,100) are in the 
hands of the public. 


Following is a condensed balance 
sheet of Texas-New Mexico, per 
books, as of December 31, 1941: 


Assets 
Property 
Miscellaneous investments . 
Special f 
Current and accrued assets ... 
Other assets 


$13,646,705* 
505 


19,881 
760,237 
7,389 
4,542 


$14,439,259 
Liabilities 
Capital stock: 
First preferred, 7%, 
par value 
Second preferred, $4, no par 
value 
Common, no ‘al 
Long-term deb 
Bonds, 5%, “i 1173753". 
Purchase contract 
Current and accrued liabilities 
Payables to affiliates 
Deferred credits 
Retirement reserve 
Contributions in aid of con- 
struction 
Surplus: 
Earned 
Capital 


$394,200 


656,500** 
1,000,000 


8,373,100 
3 


43,992 
1,109,790*** 


4,874 


989,181 
195,908 


$14,439,259 


* The record indicates that the property ac- 
counts of Texas-New Mexico include a write- 
up of $105,110 which amount is proposed to 
be eliminated in connection with the proposed 
transactions. 

** Includes 86 shares reserved for holders 
of preferred stock of American Common- 
wealths Power Corporation pursuant to the 
plan for the readjustment of the capital struc- 
ture of Texas Utilities Company, dated May 
11, 1934. 

*** Prior to liquidation, Texas-New Mex- 
ico proposes to increase this retirement re- 
serve balance to 124 per cent of gross prop- 
- by a charge of $544,955 to earned sur- 
plus 
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Preliminary to the proposed liqui- 
dation of Texas-New Mexico, South- 
western will make a cash contribution 
to Texas-New Mexico equal to the 
principal amount or par or stated value 
of the latter’s publicly held securities, 
which contribution ($1,342,100) will 
be applied by Texas-New Mexico to 
redeem or to pay off such securities 
in liquidation. The following tabula- 
tion shows the amount required, as of 
December 31, 1941, for the redemp- 
tion of the publicly held securities of 
Texas-New Mexico: 

Redemption : 

5% general 
Series A, at 
crued interest 

7% preferred stock plus accrued 
dividends 


$4 second preferred stock plus 
accrued dividends 


mortgage bonds, 
103%% plus ac- 
$314,250 


396,500 


$1,375,927 


Cash to be advanced by South- 
western 

Cash to be furnished by Texas- 
New Mexico 


$1,375,927 


Upon the acquisition of its securi- 
ties now in the hands of the public, 
Texas-New Mexico will cancel such 
securities and transfer in liquidation 
to Southwestern all of its assets. At 
the same time Southwestern will as- 
sume all the liabilities of Texas-New 
Mexico existing at the date of the li- 
quidation. 

In connection with the foregoing 
transactions, it should be noted that 
the properties of the Marlin-Mexia 
division of Texas-New Mexico, to be 
acquired by Southwestern through the 
Texas-New Mexico liquidation, are 
not physically interconnected nor 
economically capable of such intercon- 
nection with the properties of the prin- 
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cipal Southwestern properties, unlike 
the major portion of the Texas-New 
Mexico properties which are connect- 
dd. The applicants recognize this fact 
and have testified to their willingness 
to dispose of such properties if ordered 
by the Commission. 


Recapitalization and Partial Liquida- 
tion of Gulf 


Another step in the proposed plan 
of reorganization is the proposal that 
Southwestern purchase a 5 per cent 
note, due 1966, in the principal amount 
of $1,300,000 from Gulf, a subsid- 
iary of General. The proceeds, to- 
gether with additional cash to the ex- 
tent necessary, will be used by Gulf to 
purchase and retire its 3} per cent first 
mortgage serial bonds in the principal 
amount of $1,305,000 which are Gulf’s 
only publicly held securities. South- 
western will then surrender, for can- 


cellation, to Gulf the $798,500 princi- 
pal amount of the latter company’s 4 
per cent first mortgage serial bonds ac- 
quired from General in the above men- 


tioned merger. Gulf, in turn, will 
transfer to Southwestern all of its as- 
sets located in eastern Texas and 
Southwestern will assume all the lia- 
bilities applicable to such properties. 
Southwestern also proposes to trans- 
fer to Gulf certain noncontiguous 
property, consisting of electric gener- 
ating equipment located in Louisiana 


and having a net carrying value of 
$213,621. Upon completion of the 
foregoing transactions, Southwestern 
will own all the outstanding securities 
of Gulf consisting of $2,800,000 prin- 
cipal amount of 5 per cent notes, due 
October 1, 1966, and 3,000 shares of 
common stock, $100 par value. These 
securities, as will be noted later, are to 
be pledged under the lien of the in- 
denture securing the new bonds pro- 
posed to be issued by Southwestern in 
connection with its plan of refinancing. 
The following are actual and pro 
forma balance sheets (as of Decem- 
ber 31, 1941) of Gulf giving effect to 
the proposed recapitalization and par- 
tial liquidation: [Table on page 168.] 

The property and plant accounts of 
Gulf are stated on the basis of an in- 
dependent appraisal" as of December 
31, 1925, for properties acquired on 
that date plus subsequent additions at 
cost, less retirements at amounts stat- 
ed in the property accounts for prop- 
erty and plant retired. However, the 
record indicates that these accounts do 
not include any known write-ups or 
other inflationary items. The prop- 
erty to be transferred by Gulf to 
Southwestern will be recorded on the 
books of the latter company at the 
same amount at which it is recorded 
on the books of Gulf. The property 
to be transferred by Southwestern to 
Gulf will be recorded by the latter 





9It will be recalled that Southwestern 
through the merger is also acquiring another 
note of Gulf in the principal amount of $1,- 
500,000, as well as other securities of Gulf, 
from General. 

10 As of December 31, 1941, gross carrying 
value was $221,126, while retirement reserve 
applicable thereto was $7,505. 

10On January 1, 1926, the properties which 
Gulf acquired were recorded on its books on 
the basis of an appraisal made by Day & 
Zimmerman, Inc. The amount at which the 
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assets were recorded exceeded by $285,214.67 
the principal amount and par or stated value 
of the securities issued therefor, and as a re- 
sult thereof capital surplus was credited with 
$285,214.67. In 1940 capital surplus was 
charged with $285,214.67 and a like amount 
was credited to reserve for retirements ard 
renewals. (See File No. 70-70-1.) The 
company advises that records of the predeces- 
sors, covering the period prior to January 1, 
1926, are not available to it. 
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Assets 
Plant and property 
Other assets 
Current assets 
Deferred charges 


Transfer of 


roperty 
scat 


t 93,047) ¢ 


Pro Forma 
$6,322,761 


31,745) 395,25 
88,656) i 


+ ape 





Total assets 
Liabilities 
Long-term debt: 

First mortgage serial bonds 32% due 
annually to 1966 

First mortgage serial bonds 4%, due 
10/1/66 

5% unsecured notes, due 10/1/66 .. 


$1,290,000 


7 
1,500,000 





( $120,401) $6,718,806 


($1,290,000) 


798,500) 
1,300,000 





Total long-term debt 


Current liabilities 
Contribution in aid of construction .. 
Reserves : 
Retirements 
Other (depletion and amortization of 
water plant) 
Common stock, par $100 


3,327,134 
105,498 


$3,588,500 


458,589 
29,948 (¢ 


659,702 





( $788,500) 


56,051) ( 35,220) 
8,086) 


( 218,965) 


367,318 
21,862 


892,997 


356,557 2,283,090 


105,498) ** 





$8,522,910 


* Contribution of bonds by Southwestern 


Deficit transferred from earned surplus (as below) 


Net increase in capital surplus 
**Earned surplus per books 


Deduct proposed changes: 

Increase in retirement reserve 
Unamortized debt discount and expense 
Premium on bonds to be retired 





($ 120,401) $6,718,806 


$798,500 
441,943 


$356,557 
$105,498 


Deficit to be transferred to capital surplus (as above) 


company at the same value at which it 
is recorded on the books of South- 
western. 

In connection with its recapitaliza- 
tion, Gulf proposes to increase its re- 
serve for retirements and renewals to 
an amount equal to 15 per cent of 
gross property of the Louisiana divi- 
sion and 124 per cent of the Texas 
division. Such additional reserve will 
be created out of earned surplus, thus 
necessitating a charge of $452,260.63 
to the latter account. The deficit of 
$441,943 in the earned surplus ac- 
45 PUR(NS) 


count will be eliminated by a charge to 
capital surplus. 


Capitalization of Royal Palm Ice 
Company 

As hereinbefore mentioned, General 
proposes to convey and transfer to 
Royal Palm Ice Company, a Florida 
corporation organized in 1922 and 
wholly owned by General, but which 
at present has no assets or income, the 
fixed properties (consisting solely of 
ice properties) and current and miscel- 
laneous assets comprised in General’s 
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Florida ice division. The considera- 
tion therefor, and for the surrender 
for cancellation of the presently out- 
standing stock of Royal Palm, will be 
the issuance and delivery by Royal 
Palm to General of a purchase money 
bond of Royal Palm in the amount of 
$400,000 and common stock of that 
company in the par amount of $100,- 
000. A condensed pro forma balance 
sheet of Royal Palm as of December 
31, 1941, is as follows: 
Assets 


Property and plant—tangible 
Less retirement reserve 


$958,859 
346,213 


$612,646 
45,004 
58 


Net property and plant 
Current assets (including cash, 
$5,278) 
Special deposits 


Total assets 


Liabilities 
Long term debt: 
6% purchase money mortgage due 
serially to 1952 
Current liabilities 
Capital stock and surplus: 
Capital stock, $10 par value— 
10,000 shares 
Capital surplus 


$657,708 


,000 
22,333 


100,000 
135,375 


Total capital stock and surplus ... $235,375 
Total liabilities ...... Set ee 


It is to be noted that the property 
account of Royal Palm will be stated 
on the basis of an appraisal as of Au- 
gust 1, 1934 (which was less than 
cost), plus net additions since that 
date at cost. Adjustments to effect 
this result are to be made upon the 
books of General prior to the transfer 
of the property involved to Royal 
Palm. 

It is represented by the applicants 
that the proposed capital structure of 
Royal Palm was deemed desirable, as 
contrasted with an all common stock 
structure because (1) such structure 


will facilitate the sale of the company 
by Southwestern, and (2) will result 
in a saving in Federal income taxes. 
Initially, it may be noted that this cap- 
ital structure consists of 62.95 per cent 
debt and 37.05 per cent capital stock 
and surplus. As payments are made 
upon the mortgage debt in equal in- 
stalments each year the percentage of 
debt in the capitalization will, of 
course, be gradually reduced. A pro 
forma income statement of Royal 
Palm for the year ended December 31, 
1941, allowing for Federal income 
taxes estimated at 1941 rates, reflects 
a gross income of $50,577, being 2.10 
times the $24,000 required for the 
payment of interest upon the total 
amount of debt presently proposed to 
be issued to its parent, and leaving aft- 
er such payment, $26,577 of net in- 
come available for capital stock; i.e., 
$2.66 per share. 

The pro forma income statement re- 
flects noncash items, including depre- 
ciation in the amount of $49,687, in 
an amount more than sufficient to 
permit the payment of the equal an- 
nual serial instalments ($40,000) of 
mortgage debt over the 10-year 
period, from operating revenues. 

Upon completion of the merger, 
Southwestern, the surviving corpora- 
tion will carry the securities of Royal 
Palm upon its books at the underlying 
book value thereof, $635,375. 


Acquisition of Panhandle Companies 


Community has entered into an 
agreement with Continental Gas and 
Electric Corporation (a subsidiary of 
United Light & Power Company, a 
nonaffiliated company) providing for 
the purchase by Community of all the 
outstanding shares of capital stock, 
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notes, and open accounts of Panhan- 
dle Power and Light Company, Cimar- 
ron Utilities Company, and Guymon 
Gas Company, herein referred to col- 
lectively as the “Panhandle Compa- 
nies,” and sometimes individually as 
“Panhandle,” “Cimarron,” and “Guy- 
mon.” This contract will be trans- 
ferred by Community to Southwestern 
in the merger and it is expected that 
Southwestern will accordingly acquire 
the shares of capital stocks, notes, and 
open accounts of the Panhandle Com- 
panies, the consideration being ap- 
proximately $7,366,762 in cash as of 
December 31, 1941. 

Immediately after the acquisition 
of the securities, etc., by Southwest- 
ern the Panhandle Companies will be 
liquidated and Southwestern will ac- 
quire all their assets and assume the 
remaining liabilities. 


Panhandle Power and Light Com- 
pany operates an electric system serv- 
ing an area in the extreme northern 
part of the Texas Panhandle, north 
of and adjacent to the area served by 


Southwestern. Its principal business 
is the sale of power to the oil and gas 
industry in the territory, about 90 per 


Southwestern 
(After Merger) 


$26,061,762 


7,293,766 
481,161 
1,604,994 


Assets 
Property 
Excess cost of net assets 
Investments 
Special funds 
Current assets 
Other assets 
Deferred charges 
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118,021 
$35,568,547 


cent of the total sales of the company 
being made to such customers, the 
most important of which is The Phil- 
lips Petroleum Company. The power 
requirements of these industries is ex- 
pected to increase substantially in the 
immediate future. The company is 
also engaged, to a lesser extent, in the 
gas and water business in the same lo- 
cality. 

Cimarron Utilities Company owns 
and operates an electric system located 
in Oklahoma immediately adjacent to 
and interconnected with the electric 
properties of Panhandle. This com- 
pany also produces, transmits, and dis- 
tributes natural gas and water in cer- 
tain parts of the territory in which it 
serves electricity. 

Guymon Gas Company operates a 
natural gas property in the small town 
of Guymon, Oklahoma. The territory 
served by Guymon Gas Company is 
adjacent to the present properties of 
Cimarron. 

Following is an actual and pro 
forma balance sheet, as of December 
31, 1941, showing the effect of the 
purchase of the Panhandle properties: 


Southwestern 
(Before 
Refinancing) 
$34,673,677 

442,791 
7,293,766 
481,161 
2,213,691 
13,875 
131,801 
$45,250,762 


Purchase of 
Panhandle 

Properties * 
$8,611,915 
442,791 


608,697 
5,032 
13,780 


$9,682,215 


8,843 
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Liabilities 
Long-term debt : 


Current liabilities 
Deferred credits 
Reserve for investments 
Contributions for construction 
Retirement reserve 
Capital stock : 
Preferred 
Common 
Capital surplus 
Purchase contract payable 


3,458,754 


1,828,900 
3,855,629 
2,700,566 


137,997 
5,453,436 


1,828,900 
3,855,629 
2,700,566 


7,366,762 7,366,762 





$35,568,547 


$9,682,215 $45,250,762 


* Although the securities of the Panhandle companies are to be acquired, the companies are 
to be immediately liquidated and their assets and liabilities taken up by Southwestern. 


The record states that the property 
of the Panhandle companies is stated 
at cost based on cash paid or par or 
stated values of securities issued for 
properties acquired or constructed. An 
oficial of the companies testified that 
the properties were of comparatively 
recent construction, and that the carry- 
ing values represent actual cost with 
the exception of intersystem profits 
included in the accounts in the amount 
of approximately $340,000. 

The combined property of these 
three companies at December 31, 1941, 
was as follows: 


Tangible property $8,388,921 
Intangibles 222,994 


$8,611,915 
$1,994,682 


$6,617,233 


Total property 
Retirement reserve 


Net property 


If these figures are adjusted to 
eliminate the $340,000 of intercom- 
pany profit mentioned above, the net 
property becomes $6,277,233. 

The consolidated gross income of 
the Panhandle Companies amounted to 
$595,489 for the year ended December 
31, 1941, as indicated by the following 
pro forma statement of gross income: 
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Operating Revenues : 
Electric 


Operating Expenses : 
Operation 
Maintenance 
Provision for retirements 


Taxes, including Federal income 213,471 


$1,198,992 


Operating income 
Nonoperating income 


$595,489 

* After elimination of service charges in the 

amount of $4,980, paid to United Light and 
Power Service Company. 

The combined gross income of these 

companies for the calendar years 

1939 to 1941, inclusive, was as fol- 


lows: 


1939 1940 1941 


Panhandle Power 
and Light Com- 
$425,530 $496,623 $530,818 


34,063 40,572 58,538 
(1,257) 2,309 2,297 
Combined $458,336 $539,504 $591,653 


Southwestern proposes to pay a cash 
price of $7,250,000 (adjusted with re- 
spect to earnings subsequent to Janu- 
ary 1, 1941, taxes and other items) 
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pany ane 
Cimarron Utilities 

Company 
Guymon Gas Com- 
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for the Panhandle properties. Based 
on financial statements as of Decem- 
ber 31, 1941, the total purchase price 
may be computed as follows: 


$7,250,000 


Basic price 
Capital contributions in 1941 by 
parent 
Excess of earnings over dividends 
16,762 


$7,366,762 


For the total purchase price of $7,- 
366,762 Southwestern will receive all 
of the outstanding securities of the 
three Panhandle companies represent- 
ing net assets, as at December 31, 
1941, as follows: 


$6,617,233 
306,738 


$6,923,971 


Southwestern 


Excess cost of net assets acquired . 
Investments 

Special funds 

Current assets 

Other assets 


Liabilities 

Long-term debt 
Current liabilities 
Deferred credits 
Reserve for investments 
Retirement reserve 
Contributions for construction 
Capital stock: 

Preferred 

Common 
Capital surplus 
Purchase contract payable 


Refinancing) 


The total purchase price of $7,366,- 
762 is $442,791 in excess of the total 
net assets of the Panhandle Compa- 
nies, as reflected on the books of those 
companies, as of December 31, 194]. 
Southwestern reflects this excess in its 
pro forma balance sheet as “Excess 
Cost of Net Assets Acquired Over 
Value Recorded in Accounts of Pred. 
ecessor.”’ 1* 

If the net assets are adjusted to re- 
move the $340,000 of intercompany 
profits the consideration to be paid by 
Southwestern will be $782,791 in ex- 
cess of the net assets purchased. 

The consideration of $7,366,762 to 
be paid by Southwestern is 12.37 times 
the pro forma consolidated gross in- 
come, for the year ended December 
31, 1941, of the Panhandle properties. 


Southwestern 
Refinancing (After All Pro- 
Transactions posed Transactions) 


$34,673,677 
442,791 
8,593,766 
500,000 
1,996,699 
13,875 
396,838 


$46,617,646 


$24,043,333 
1,470,008 
1,256,699 
200,000 
5,453,436 
137,997 


8,500,000 
459,820 
5,096,353* 


(Before 


$34,673,677 
442.791 


7,293,766 
481,161 
2,213,691 
13,875 
131,801 


$45,250,762 


$21,807,833 
1:780'219 
119,420 
200,000 
5,453,436 
137,997 


1,828,900 
3,855.629 
2,700,566 
7,366,762 


$45,250,762 


$1,300,000 
18,839 
(216,992) 


265,037 
$1,366,884 
$2,235,500 


(310,211) 
1,137,279 





6,671,100 
(3,395,809) 
2,395,787 
(7,366,762) 


$1,366,884 





$46,617,646 


* Surplus resulting after all proposed adjustments contemplated by the plan, including 
charges aggregating $994,773 representing premiums paid on redemption of bonds and elimi- 
nation of unamortized debt discount and expense applicable to such bonds. 





12 Southwestern has agreed to write off 
such excess account by regular charges to the 
income account over a 5-year period. It may 
be noted that upon completion of the pro- 
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posed transactions Southwestern will be sub- 
ject, in respect of its accounting practices, and 
otherwise, to the jurisdiction of the Federal 
Power Commission. 
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Refinancing of Southwestern. 


In order to consummate the several 
proposed transactions constituting the 
plan now under consideration, South- 
western, the surviving and reorganized 
corporation, proposes to sell to under- 
writers (a) $18,500,000 principal 
amount of first mortgage and col- 
lateral trust bonds due in 1967 or 
1972, and bearing interest at from 
34 per cent to 4 per cent, (b) $5,500,- 
000 principal amount of serial notes, 
due in equal annual amounts from 
November 1, 1943 to November 1, 
1953, inclusive of both dates, and bear- 
ing interest at an average rate of from 
24 per cent to 34 per cent, and (c) 
85,000 shares of 6 per cent or 64 per 
cent cumulative preferred stock, with 
a par value of $100 per share.’ 

Hereinafter in these findings calcu- 
lations and tabulations relative to the 
foregoing securities will be based upon 
interest rates of 3} per cent for the 


bonds and 22 per cent for the notes 
and a dividend rate of 6 per cent for 
the preferred stock. 


Application of proceeds. 

The proceeds td be obtained from 
the proposed sale of securities, in the 
amount of $33,702,500" are to be 
employed as follows: 


Purchase of outstanding securi- 
ties, etc. : 
Gulf—5% note ... 
Texas-New Mexico 
5% bonds @ 1034% 
Retirement of preferred 
stocks at par or stated 
value plus accrued divi- 
dends 
General 
Retirement of preferred at 
redemption price plus ac- 
crued dividends 
Series “A” bonds at 1032% 
Series “C” bonds at 103%.. 
Contracts payable 
Accrued interest ..... veenee 
Community 
5% bonds at 105% 
Notes payable 
Accrued interest ... 
Southwestern 
32% bonds at 107% 


$1,300,000 
314,250 


1,061,677 


781,443 
8,897,775 
757,050 


88,000 
204,402 
8,360,940 
640,000 
200,749 


3,660,470 





18 While the present proposal contemplates 
the issuance and sale of bonds, notes, and pre- 
ferred stock as set forth in the text, yet the 
shareholders of the companies to be merged 
into Southwestern are being requested by the 
applicants to authorize the management to 
vary the amounts and character of such se- 
curities, as follows: 

“(i) The principal amount of any class of 
funded debt (or the aggregate principal 
amount of all funded debt) to be issued by 
Southwestern under the plan may be in- 
creased, and the principal amount of any class 
of funded debt or the aggregate par value of 
the preferred stock to be issued may be de- 
creased, and the character and designation of 
the securities comprising the funded debt may 
be changed (including, among other things, a 
change in the maturities of the serial notes 
so that they may have maturities up to twen- 
ty years), provided that the total principal 
amount of all funded debt and the total par 
value of the preferred stock, if any, to be so 
issued shall not in the aggregate exceed $32,- 
500,000, except as provided in (ii) below. 

“(ii) The principal amount of new bonds 
to be issued by Southwestern under the plan 
may be increased to .h2 extent of not exceed- 
ing $1,500,000 provided that the proceeds 
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thereof shall be deposited with the trustee un- 
der the bond indenture, subject to withdrawal 
against property additions as to be provided 
therein. . . . 

“(iii) In lieu of issuing any portion of the 
above mentioned funded debt and/or preferred 
stock, and/or to increase working capital, 
Southwestern may sell for cash additional 
shares of its authorized common stock; any 
common stock so sold shall first be offered to 
holders of the common stock of Community 
and General.” 

Of course, the issuance and sale of securi- 
ties other than as presently proposed (as in 
the case of those presently proposed) could 
not be effected without prior approval by this 
Commission, and, it is represented that au- 
thority for such variation is presently sought 
from the stockholders by the management be- 
cause of the impracticability of a second solic- 
itation of assents in the event that, prior to 
the actual issuance and sale of such securi- 
ties, market or other conditions should require 
some change in the amount or character of 
the securities to be offered. 

14 Consisting of face or par value of securi- 
ties plus an estimated $1,202,500 premium on 
the bonds. 
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Purchase of securities of Pan- 
handle Companies 

Deposit in escrow for construc- 
tion 


7,366,762 


500,000 
267,136 


$34,400,654* 


*Excess of proposed disbursements over 
proceeds from sale of securities will be made 
up by: 

Sinking-fund cash to be returned ... $481,162 
Cash supplied by Southwestern 216,992 


Excess of disbursements over 
$698,154 
Actual and pro forma balance sheet. 
Following is a condensed pro forma 
balance sheet of Southwestern, as of 
December 31, 1941, after consumma- 
tion of all the proposed transactions 
except refinancing and after such re- 
financing: [Table on page 172.] 


Property accounts. 
The properties of Southwestern, 


Per books: 
Southwestern (present) 
Texas-New Mexico 
Panhandle properties 
Gulf properties 
G. P. U. (excluding ice properties) 
Community 


$8,830,502 
13,646,706 


Texas-New Mexico, Gulf and General 
to be owned directly by Southwestern 
at the conclusion of the merger are at 
present stated on the basis of appraisal 
values at an aggregate of $27,283,038, 
while the properties of the Panhandle 
Companies and Community are stated 
at an aggregate figure of $8,616,429." 
The applicants contend that all write- 
ups resulting from appraisals will be 
eliminated in connection with the pro- 
posed transactions. Following is a 
summary, as of December 31, 1941, 
of the property accounts of the com- 
panies to be merged into Southwest- 
ern, and of those companies the prop- 
erties of which will be otherwise ac- 
quired by Southwestern, after the 
elimination of write-ups in the aggre- 
gate amount of $1,004,665 and other 
proposed adjustments: 


Net 
Property 


$7,967,745 
12,536,916 


Retirement Reserve 
Amount % of Gross 


$862,757 O77 

1,109,790 8.13 

1,994,681 23.16 
226,470 
699,237 
1,606 


Gross * 
Property 





Total per books 
Proposed adjustments: 
Elimination of write-ups— 
Southwestern 


* 
Electric 


Not classified 
Miscellaneous 


Total adjusted 


Tangible Property 
2 


$4,894,541 $31,004,926 


($553,994) 
( 105,110) 
( 367,005) 


Total 
$30,736,929 
1,543,806 
828,424 
1,492,752 
324,852 
396,183 
9,835 


5,332,781 
* 659,105 


$34,673,676 


($553,994) 
( 105,110) 
( 345,561) 21,444 
Intangibles 
$1,887,958 
96,775 
14,946 








$2,372,552 
659,105 


$32,960,229 $1,713,447 











15Community’s property is stated on the 
basis of cost ($4,514) while the properties of 
the Panhandle Companies are carried on the 
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books of such companies at cost to them, 
which is $442,791 less than the proposed pur- 
chase price. 
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Increase to 124% of gross property— 
Texas-New Mexico 

Transfer of G. P. U. generating 
equipment to Gulf ...........006 


( 221,126) 


( 544,955) 


( 7,505) ( 213,621) 





$34,673,676* 


Excess cost of Panhandle properties 
over carrying value 


$29,220,241 
$442,791 


$5,453,435 = 15.73 





$35,116,467 


In regard to the proposed elimina- 
tions of appraisal write-ups, South- 
western has concluded that its ap- 
praisal write-ups amount to $553,994. 
We indicated in an earlier opinion that 
on the basis of the records then be- 
fore us we felt justified in concluding 
that write-ups amounting to approxi- 
mately $956,936 remained in South- 
western’s property account.’® The 


present record does not alter our con- 


Write-ups of Southwestern 
Total 
To be writtten off 


Apparent intersystem profits on books of Panhandle Companies 


$5,453,435 15.53 $29,663,032 


mission has made no report in regard 
to the Panhandle Companies. How- 
ever, the accounts of the Panhandle 
Companies, asserted to be stated at 
cost, include an amount representing 
a construction profit paid to an affiliat- 
ed company. There follows a sum- 
mary of the possible inflationary items, 
referred to above, which the compa- 
nies do not propose at this time to 
eliminate from the property account: 


$956,936 


$402,942 
340,000 


Electric plant adjustment account of Texas-New Mexico per Federal 


Power Commission’s original cost study 


447,107 


Intercompany profits included in ice plant of Texas-New Mexico per 


Federal Power Commission 


clusion in this regard. 

In conformity with orders of the 
Federal Power Commission, original 
cost studies have been made of the 
plant and property accounts of Texas- 
New Mexico and the properties of the 
Panhandle Companies. In _ conse- 
quence of this study, the Federal Pow- 
er Commission has concluded that cer- 
tain items are overstated on the books 
of Texas-New Mexico. That Com- 


_18Re General Pub. Utilities (1941) Hold- 
ing Company Act Release No. 2783. 





35,844 
$1,225,893 


In view of the fact that Southwest- 
ern will hereafter be required to adopt 
the Uniform System of Accounts pre- 
scribed by the Federal Power Commis- 
sion, we will not, at this time, attempt 
to determine the actual character or 
proper disposition of these items. 

The following tabulation indicates 
the ratios of the senior securities pro- 
posed to be issued by Southwestern to 
properties and investments on various 
bases as indicated: 


45 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


Ratio To 


Gross property: * 
Per books . 
Excluding possible inflationary items 
Excluding intangibles 

Net property : * 
Per books 
Excluding possible inflationary items 
Excluding intangibles 

Gross property and investments : ** 
Per books 
Excluding possible inflationary items 
Excluding intangibles 

Net property and investments : ** 
Per books 
Excluding possible inflationary items 
Excluding intangibles 


Ratio Of 
Total Total Long- 
Long-Term Term Debt and 
Bonds Debt Preferred Stock 
45.12% 
46.51 
47.63 


*Includes investment (at underlying book value) in Gulf and $500,000 to be deposited 
in a special construction fund in connection with the proposed refinancing. 

** Includes investments in subsidiaries of Southwestern at net values recorded on the books 
thereof, and $500,000 to be deposited in a special construction fund in connection with the 


proposed refinancing. 


Investments of Southwestern are 
proposed to be carried at underlying 
book value with the exception of in- 
vestments in the Arizona companies, 
which investments are to be carried at 
cost, which is $292,854 less than the 
underlying book value thereof.” 
Southwestern will establish a reserve 
for investment in the amount of 
$200,000. Thus, the net carrying val- 


ue investments will be $492,854 less 
than the underlying book value. 


Capitalization. 

The following schedule shows the 
capitalization, including surplus, of 
the Community system on a consoli- 
dated basis and the Panhandle Com- 
panies on a consolidated basis (after 
giving effect to purchase of Panhan- 
dle properties and proposed refinanc- 
ing) as of December 31, 1941: 





17 The properties of Arizona, Flagstaff, 
Holbrook, and Royal Palm Ice will be stated 
at amounts determined by appraisals of inde- 
pendent engineers; subsequent additions to 
these properties have been recorded at cost 
and retirements at amounts stated for the 
properties retired. The electric property of 
Arkansas is stated at original cost (cost to 
the persons first devoting the property to pub- 
lic service) as determined by the company 
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plus $162,292, which represents an excess of 
carrying value over original cost as deter- 
mined by the company. However, the Federal 
Power Commission has not yet completed its 
study, so the final effect of its requirements 
cannot now be determined. The basis for re- 
cording Gulf’s properties has heretofore been 
discussed. The properties of Southwestern 
Ice ($15,947 gross) are carried on the books 
of that company on the basis of cost to it. 
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Community * 


(Consolidated) 


Jo 


69.72 
2.00 
Al 


Amount 
$22,341,500 
640,000 
131,333 


Long-term debt : 


Panhandle 
Companies 
(Consolidated) 
Amount % 


Southwestern 
(Consolidated) 
Pro Forma 
Amount % 
48.18 


$18,500,000 
5,500,000 “ 


$5,755,685 87.76 
43,333 


405,500 6.18 





$23,112,833 


72.13 


$6,161,185** 93.94 $24,043,333 62.62 





Preferred stock $1,828,900 


5.71 


22.14 


$8,500,000 





Common stock and surplus: 
Common stock 
Surplus 


$3,855,629 
3,247,118 


12.03 
10.13 


1.20 
14.04 


$342,400 
55,169 


$459,820 


84 5,389,205 





$7,102,747 


22.16 


$397,569 6.06 $5,849,025 15.24 





$32,044,480 


* Including General and its subsidiaries. 

** Due to affiliated companies. 

It is to be noted from the above tab- 
ulation that the ratio of long-term 
debt to total capitalization for South- 
western, on a pro forma consolidated 
basis, will be 62.30 per cent as con- 
trasted to a ratio of 72.13 per cent for 
the present Community system. 


Working capital. 
The pro forma balance sheet of 
Southwestern as of December 31, 


Operating revenues : 
Electric 


Steam heat 
Bottling 


Total 
Operating revenue deductions: 
Gas and power purchased 
Other operating expenses 
Maintenance 
Provision for retirements 
Taxes * 
Amortization of excess cost of net assets 


Operating income 
Other income 


Gross income 


100.00 


$6,558,754 100.00 $38,392,358 100.00 


1941, following consummation of all 
transactions reflects current assets of 
$1,996,699 as compared with current 
liabilities of $1,470,008, leaving a net 
working capital balance of $526,691. 


Earnings. 

The following are pro forma cor- 
porate and consolidated income state- 
ments of Southwestern for the year 
ended December 31, 1941: 


Corporate 


$6,372,557 
442,359 
196,183 
204,803 


Consolidated 


$7,874,631 
594,716 
953,568 
442,531 
26,927 
130,726 


$10,023,099 


$463,169 
3,545,120 
447,347 
1,061,619 
1,891,413 
88,558 


$7,497,226 


$2,525,873 
41,412 


$2,567,285 





$7,215,902 


$286,050 
2,375,666 
325,584 
767,427 
1,417,905 
88,558 


$5,261,190 


$1,954,712 
485,311 


$2,440,023 














* Federal income taxes computed on the basis of 1941 rates. 


[12] 
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Income deductions : 
Interest on long-term debt 
Interest—other 
Amortization of premium on funded debt 


Amortization of estimated expenses of plan of integration 


Miscellaneous 


Net income 
Preferred dividend requirements 


Net income applicable to common stock 


The foregoing corporate income ac- 
count reflects an aggregate expendi- 
ture for maintenance and provision 
for retirements in the amount of $1,- 
093,011, which amount is equivalent 
to 15.86 per cent of gross operating 
revenues, less electricity and gas pur- 
chased.” 


Coverage of fixed charges. 

On the basis of the above pro forma 
statements, it appears that Southwest- 
ern’s earnings will provide coverages 
as follows: 


Time Earned 
Total interest .... 
Fixed charges .... 
Fixed charges and 
preferred divi- 
dends 
Earnings per 
of common stock. . 


Corporate Consolidated 
2.73 2.87 


2.78 2.87 


1.83 
$2.29 $2.53 
Possibility of improvement of capi- 

talization and debt coverage ratios. 

[1] It is to be borne in mind that 
‘the particular transactions for which 
the approval of this Commission is 
presently sought will not, when con- 
summated, mark the completion of the 
program of the subject system for 
bringing the system into conformity 
with the statutory standards of § 11 





18 Tt is understood that the indenture which 
will secure the new bonds will provide in sub- 
stance that annual provisions for depreciation 
plus expenditure for maintenance shall not be 
less than 15 per cent of gross operating reve- 
nues, less electricity, gas, and water (except 
for irrigation purposes) purchased. 
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$877,600 
$1,562,423 
510,000 
$1,052,423 


$893,577 
$1,673,708 
510,000 
$1,163,708 














and with accepted principles of sound 
financing. Thus, the completion of 
the several transactions for which ap- 
proval is presently sought will result 
in a partial liquidation of Gulf, effect- 
ed through the transfer of its prop- 
erties in eastern Texas to Southwest- 
ern, and the recapitalization of Gulf. 
These features of the plan are de- 
signed to facilitate the disposition of 
the eastern Texas properties presently 
owned by Gulf (as well as those pres- 
ently owned by Texas-New Mexico 
and to be acquired by Southwestern 
as a result of liquidation of Texas- 
New Mexico) and of Gulf itself, the 
remaining properties of which will lie 
wholly within the state of Louisiana. 
The Arizona companies, under the 
plan, are left as separate corporate en- 
tities, the intention of the system man- 
agement being to dispose of the in- 
vestments in these companies as soon 
as practicable. The purpose of the seg- 
regation of the ice properties present- 
ly owned by General into Royal Palm 
is likewise for the purpose of facilitat- 
ing the disposition of these properties. 
Our order to be entered herein will 
specifically require that Southwestern 
dispose of Gulf, Arkansas, the Ari- 
zona Companies, and Royal Palm and 
the physical properties in eastern Tex- 
as being acquired by it from Texas- 
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New Mexico and from Gulf within 
one year from the date of such order, 
unless such time shall be extended by 
further order of this Commission. 

Obviously, the refinancing of 
Southwestern cannot be realistically 
examined, nor the tests of § 7 (d) of 
the Act, 15 USCA § 79g intelligently 
applied in such an examination unless 
consideration is given to the possible 
effects upon the financial structure of 
the company and its earning power of 
the contemplated further dispositions 
of properties and investments. 

The properties and investments so 
required to be disposed of will be car- 
ried upon the books of Southwestern 
after completion of the several trans- 
actions presently to be consummated 
(including accounting adjustments) 
as follows: 

Property to be disposed of—gross $5,322,425 
—net 


Net carrying value of investments 
to be disposed of 


$4,657,125 
8,393,766 
$13,050,891 


Total net carrying value 


Of course, it is impossible at this 
time to foresee whether the proceeds 
of the sale of these properties and in- 
vestments will be greater or less than 
the present carrying value thereof. 
However, if the net carrying value 
of these properties and investments is 
considered as a probable approxima- 
tion of the proceeds which may be 
realized from the disposition thereof, 
Southwestern, upon such sale, will 
have available some $13,000,000 for 
reduction of debt, or for such other 
use as the terms of the indenture, to 
be executed in connection with the 
new financing, may permit, and as this 
Commission may approve. 

If the entire amount of the as- 
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sumed proceeds of such sales were ap- 
plied in reduction of debt, such debt 
would be reduced to approximately 
43.88 per cent of the capitalization of 
Southwestern, and the ratio of debt 
to net property would be reduced to 
approximately 43.96 per cent. 

We cannot, it is true, be certain that 
all of the proceeds will be so applied. 
Thus, for example, it might be appro- 
priate that a portion thereof be em- 
ployed in the construction or purchase 
of additional operating properties ca- 
pable of integration with the principal 
system of Southwestern. However, 
the percentage of debt in the capital 
structure of Southwestern and the 
ratio of debt to property of that com- 
pany, as computed upon the basis of 
the pro forma balance sheets reflecting 
the consummation of the several trans- 
actions for which immediate approval 
is sought, will, nevertheless, be re- 
duced to the extent that any portion 
of the proceeds of such sales is ap- 
plied to the reduction of debt. 

Of course, aside from such reduc- 
tion of debt as may be accomplished 
through the sale of properties and in- 
vestments, the debt ratios will, to some 
extent, be improved from year to year 
as the proposed serial notes mature 
and are eliminated, and will also be 
improved to the extent that the earn- 
ings of the company are retained by 
it, rather than paid out in dividends. 
In connection with the point last men- 
tioned, our order to be entered herein 
will contain a restriction upon the pay- 
ment of dividends upon common stock 
pending our further order, or orders. 

We have already discussed the earn- 
ing capacity of the company in rela- 
tion to its ability to meet its fixed 
charges. We see nothing in the fur- 
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ther program of the system which 
would appear likely to result in a re- 
duction of coverage of these fixed 
charges by earnings to any degree 
which might adversely affect the pro- 
spective holders of the debt securities 
proposed to be issued. 


Fairness of Plan to Persons Affected 
Thereby 


[2] Section 11(e) of the Act re- 
quires that before the Commission ap- 
prove any plan submitted under that 
section for compliance with the provi- 
sions of § 11(b), it must find, not only 
that such plan is necessary to effectu- 
ate the provisions of the latter subsec- 
tion, but also that it is fair and equi- 
table to the persons affected thereby. 
Difficult problems frequently arise in 
making a determination of fairness 
when a plan calls for the substitution 
of new securities to holders of differ- 
ent types of securities outstanding be- 
fore the reorganization in satisfaction 
of the claims evidenced by the latter 
securities, 

In the instant case, as will have been 
noted from the details of the several 
constituent transactions of the system 
reorganization which have been here- 
tofore outlined, this problem is nar- 
rowed, since present publicly held se- 
curities of the several companies in- 
volved are to be satisfied in full by re- 
demption, or by payment of the li- 
quidation value thereof, with but two 
exceptions. These exceptions are the 
outstanding shares of common stock 
of Community and the outstanding 
shares of common stock of General. 
It is proposed that Southwestern shall 
issue and deliver to the holders of com- 
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mon stock of Community one share 
of the common stock of Southwestern 
for each share of common stock of 
Community held by such respective 
stockholders, and that Southwestern 
shall issue and deliver to the public 
holders of common stock of General, 
14 shares of common stock of South- 
western for each share of common 
stock of General held, respectively, by 
such latter stockholders. A determi- 
nation as to the fairness of this alloca- 
tion requires examination into the rel- 
ative contributions of the two sets of 
present stockholders to Southwestern 
as the corporation surviving the pro- 
posed merger. 

To some extent, such relative con- 
tributions are apparent from the facts 
hereinabove set forth as to the par- 
ticular securities and properties to be 
transferred or conveyed by Communi- 


ty and by General, respectively, to the 
surviving corporation, Southwestern. 
However, it would seem helpful to 
more closely analyze the values under- 
lying the presently outstanding com- 
mon stock of Community and of Gen- 


eral and the earnings attributable 
thereto, in order that the aggregate 
proportionate contribution of each 
class of stockholders may be more 
clearly understood. 

The following are consolidated bal- 
ance sheets, as of December 31, 1941, 
of Community and of General and a 
pro forma corporate balance sheet of 
Southwestern as of the same date, be- 
fore giving effect to the purchase of 
the Panhandle properties and before 
giving effect to the proposed refinanc- 
ing of Southwestern: 
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Assets 
Property - 
Investments 
Special funds 
Current assets 
Other assets 
Deferred charges 


Liabilities 
Long-term debt: 


Current liabilities 
Deferred credits 
Reserve for investments 
Retirement reserve 
Contributions in aid of construction 
Capital stock: 
Preferred 
Common 
Surplus 


Community * 


Southwestern * 

General * (After Merger) 
$12,515,652 $26,061,762 
5,179,621 7,293,766 
100 481,161 
1,604,994 
8,843 
118,021 


12,152 105, 869 





$19,590,507 





$18,513,683 $35,568,547 


$12,777,500 
88,000 


$21,036,500 
728, 


753,541 
69,382 


1,656,351 1,802,403 
4,874 115,977 


1,050,700 778,200 
3,628,100 574,134 
3,531,196 1,554,546 


120,851 


1,828,900 
3,855,629 
2,700,566 





$19,590,507 





$18,513,683 $35,568,547 


* The above balance sheets are stated on the following bases: 
1. Effect has been given to certain proposed adjustments and transfers, in order to make 


them comparable. 


2. Community is consolidated to include the accounts of Texas-New Mexico, but does not 
include the accounts of Arkansas and General which are included herein as investments. 
3. General is consolidated, but the accounts of Gulf and Royal Palm, which are carried 


herein as investments, are not consolidated. 


4. Southwestern is corporate before the purchase of the Panhandle properties and the pro- 


posed refinancing adjustments. 


Based on the foregoing balance 
sheets the underlying book value of 
the common stock of General amounts 
to $13.04 per share as compared to 
$19.73 per share for the common stock 
of Community. These balance sheets 
reflect the carrying value of General’s 
investment in the Arizona companies 
and Community’s investment in Gener- 
al. Substituting the underlying book 
values of these securities’® for the 
carrying values thereof results in an 
underlying value of $14.84 per share 
for the common stock of General as 
compared with an underlying book 





19 The investments in Arkansas and Gulf, 
as reflected in the foregoing balance sheet, 
nies been adjusted to reflect underlying book 

ues. 


value of $16.75 per share for the com- 
mon stock of Community. 

The record indicates, on the other 
hand, that the consolidated earnings” 
of General and Community for the 
year 1941 amounted to $2.40 per 
share of common stock and $1.73 per 
share of common stock respectively. 
Eliminating from the consolidated in- 
come account of General a nonrecur- 
ring item (storm damage) of approx- 
imately $108,000, and giving effect to 
this elimination in the 1941 consolidat- 
ed income account of General, earn- 
ings per share of common stock of 
General will amount to $3.07 per share 





20 After giving effect to Community’s equity 
in the consolidated net earnings of General. 
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as compared to $1.90" per share of 
common stock of Community. This 
represents a ratio of 1.61 to 1.00 as 
compared with the proposed exchange 
ratio of 1.50 to 1.00. 

The following tabulation indicates 
a comparison of the 1941” earnings 
per share of common stock of General 
and Community: 

General Community 


1941 pro forma consoli- 
dated 


earnings per 
present share after 
giving effect to the 


proposed exchange .. $3.80 $2.53 
1941 actual consolidated 

earnings per share (as 

Cs ieee : 3.07 1.90 


Upon any sound principle of reor- 
ganization valuation, the disparity in 
the proven earning power contributed 
to the merged enterprise by the stock- 
holders of General and that contribut- 
ed by the stockholders of Community 
should receive greater weight than the 
disparity between the two contribu- 
tions considered upon the basis of un- 
derlying book values.” 

We are not unmindful of the fact 
that the common stockholders of Com- 
munity, as distinguished from the com- 
mon stockholders of General, have 
been receiving dividend payments 
upon their stock, while, as has been 
hereinabove indicated, our order to be 
entered herein will prohibit the pay- 
ment of any dividends upon the com- 
mon stock of Southwestern, pending 
our further order, or orders. How- 
ever, we do not attach great impor- 
tance to this fact, as, despite the prog- 
ress of Community toward financial 
rehabilitation, it is, as has been point- 
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ed out, an impossibility for that com- 
pany to continue indefinitely without 
further major readjustments. In con- 
nection with any such reorganization, 
whether under the plan presently pro- 
posed, or otherwise, this Commission 
might be forced, as an initial step in 
a compulsory reorganization of the 
system, to restrict further payment of 
dividends upon the Community com- 
mon stock. 

As the common stock of Southwest- 
ern to be issued in replacement of the 
common stock presently outstanding 
of Community and of General is to be 
of a single class, each share having 
equal voting rights with every other 
share, it appears to follow, in this case, 
that if the allocation of such shares as 
between the common stockholders of 
Community and of General viewed 
purely from a monetary standpoint, is 
fair and equitable, the accompanying 
distribution of voting power in the 
surviving corporation is likewise fair 
and equitable. 

[3] We recognize that underlying 
book values and past earnings are not 
the sole criteria of value in cases such 
as the present one. In comparisons of 
operating properties not only must 
these indicia of value be considered but 
also the geographical location of the 
properties, the economic characteris- 
tics of the territories served and the 
imminence, or unlikelihood, of changes 
in the local economies upon which the 
revenues of the properties are depend- 
ent. 

The quality of income, localized 
economic trends, proximity of ap- 





21 After giving effect to sale of certain 
properties during the year 1941 and to the 
Proposed sale of Kansas. 

An examination of comparative earnings 
figures for earlier years indicates that the re- 
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lation of the earnings of the two companies 
during 1941 may be regarded as typical. 
23 Consolidated Rock Products Co. v. Du- 
og ee 312 US 510, 85 L ed 982, 61 S 
t ‘ 
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proach to customer saturation, and 
many other pertinent factors not sus- 
ceptible of arithmetical computations 
are to be considered. Many of these 
considerations are expressly taken into 
account in the testimony regarding 
values which appears in the record in 
this case. Others, this Commission, in 
its capacity as an administrative body, 
may take notice of independently of 
the record. 

Considering all factors involved, we 
find the proposed allocation of com- 
mon stock of the surviving corpora- 
tion, Southwestern, between common 
stockholders of Community and Gen- 
eral to be fair and equitable. 

We have considered the fairness of 
the plan submitted in respect of the 
treatment accorded the common stock- 
holders of Community and of General, 
respectively, the only investors whose 
claims will not be satisfied in accord- 
ance with the terms of the contractual 
obligations upon which such claims 
are based. By § 11(e), as has been 
noted, we are required to find, before 
approving the plan under that section, 
that such plan is fair and equitable to 
“the persons affected by such plan.” 
Throughout the Act, the fact is rec- 
ognized that the corporate practices 
and transactions of public utility hold- 
ing companies, and of their subsid- 
iaries, may affect not only investors 
in such companies, but also consum- 
ers and the general public. 

In the instant case, the debt of 
Southwestern will be greater upon the 
completion of the several transactions 
involved than it is now. It seems 
clear that the subjection of operating 
properties of a public utility holding 
company system to debt incurred by 
holding companies upon the basis of 
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equity ownership of operating compa- 
nies, may be objectionable from the 
consumers’ viewpoint, and from that 
of the general public, in that such debt 
burden may present an obstacle to the 
financing by the operating utilities of 
improvements and additions necessary 
for adequate service. For this reason 
we have given careful consideration to 
this feature of the plan now before us. 
An analysis of the several transac- 
tions, however, indicates that Commu- 
nity and General are contributing to 
Southwestern, through the proposed 
merger, net property and investments 
in excess of the net amount of addi- 
tional debt which Southwestern will 
have outstanding as a result of the 
merger. 

Such an analysis further discloses 
that the increase of the aggregate 
senior securities of Southwestern from 
the present amount to that shown upon 
the pro forma statements reflecting 
the consummation of all of the pro- 
posed transactions results, to a large 
extent, from the necessity for the pay- 
ment in cash of the purchase price of 
the Panhandle Companies, and for 
payment in cash of expenses incident 
to the refinancing. In effect, this lat- 
ter transaction is accomplished wholly 
through the issuance of senior securi- 
ties, a feature of the plan which might 
be objectionable if balancing factors 
were not present. Among such bal- 
ancing factors, two may be particular- 
ly noted, The integration of the prin- 
cipal properties of the Panhandle Com- 
panies with the principal system of 
Southwestern appears desirable from 
the viewpoint of investors, consumers, 
and the general public. The perma- 
nent retention of the Panhandle Com- 
panies in The United Light and Power 
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Company system, which presently con- 
trols them, cannot be permitted under 
§ 11(b)(1) of the Act, and the pro- 
posed disposition thereof is not only 
in the interest of the consumers 
served, but also in that of the in- 
vestors and consumers of The United 
Light and Power Company system. 


Conclusions 


Compliance with section 11(b) of the 

Act. 

[4] As has been heretofore noted, 
at the time of the institution of the 
present proceeding, the corporate com- 
plexities of the Community system, 
and the widespread geographical dis- 
tribution of the system properties, as 
well as the diverse characters of the 
several businesses engaged in by the 
operating companies, made the contin- 
ued existence of such system in its 
then form patently violative of both 
§ 11(b) (2) and § 11(b)(1). As has 
also been noted hereinabove, since 
these proceedings were instituted, a 
number of important steps have been 
completed which have resulted, in each 
such case, in bringing the system clos- 
er to the standards laid down in § 11 
(b). The further steps presently pro- 
posed to be consummated, and de- 
scribed in these findings, are such not 
only as to achieve a much closer ap- 
proach to these statutory standards, 
but also are such as to place South- 
western, which succeeds Community 
as the controlling parent of the sys- 
tem, in a much better position to take 
such additional action as may finally 
be required to conform the system in 
all respects to the standards prescribed 
by the Act. We, therefore, have no 
difficulty in finding, and find that the 
proposed plan, subject to our approval 
45 PUR(NS) 


as to certain particular features there. 
of upon which the record is not yet 
complete, and, subject likewise, to the 
several conditions and reservations of 
jurisdiction, hereinafter set forth, is 
necessary to effectuate the provisions 
of § 11(b). 

Similarly, in view of what has been 
said heretofore in these findings, we 
find the plan, subject to the qualifica- 
tions set forth in the preceding para- 
graph hereof, to be fair and equitable 
to the persons affected thereby. 

In addition to the several features 
of the plan presented in this proceed- 
ing for which definitive approval is 
sought at this time, it is recognized, 
as has been hereinabove pointed out, 
that certain further steps are present- 
ly obviously desirable in the progress 
of the subject system toward full com- 
pliance with the requirements of § 11 
(b) of the Act, and are, in fact, a part 
of the general program contemplated 
by the applicants. The proponents of 
the plan have indicated in the record 
herein their willingness that the Com- 
mission condition its approval of the 
plan presently formally presented upon 
the taking by Southwestern of these 
several obvious steps within a reasona- 
ble time after the consummation of 
the proposed merger, and have further 
consented that such action upon the 
part of Southwestern be expressly di- 
rected by the order of the Commission 
to be issued in this proceeding. 

Accordingly, our order of approval 
of the plan presently proposed will con- 
tain a condition and a direction to the 
effect that, within one year from the 
date of the entry of such order, un- 
less such time shall be further extend- 
ed by us, Southwestern shall take such 
action as may be necessary to divest 
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itself of all ownership and of all con- 
trol of (1) the physical properties in 
east-central Texas to be owned by it 
after consummation of the proposed 
merger and related transactions, pres- 
ently owned by Texas-New Mexico 
and by Gulf, which properties are not 
capable of economical interconnection 
with, nor otherwise permissible of re- 
tention with the principal electric util- 
ity system to be owned by Southwest- 
ern at the conclusion of the several 
transactions for which approval is par- 
ticularly sought in this proceeding, and 
(2) of Gulf, or of the physical prop- 
erties owned or controlled by Gulf, 
such properties being, likewise, not 
such as may be permissibly retained by 
Southwestern in connection with the 
principal operating properties of that 
company, (3) of the Arizona compa- 
nies, namely, Flagstaff, Arizona, Hol- 
brook, and Southwestern Ice, which 


latter companies are likewise not re- 


tainable by Southwestern, (4) of 
Royal Palm, similarly not retainable, 
and (5) of Arkansas, likewise impos- 
sible of retention. 

It would appear that the major 
problems of compliance by the system 
with the integration standards of § 11 
(b)(1) will be solved when the sev- 
eral dispositions of securities and 
properties mentioned in the preceding 
paragraph hereof are effected. How- 
ever, it may be that there will still re- 
main within the system holdings some 
individual properties and it will still 
be engaged in certain types of activi- 
ties which may not be permanently re- 
tainable or susceptible of continuation 
under the standards of the cited sec- 
tion. Of course, nothing contained in 
these findings and opinion is to be con- 
strued as an indication that the Com- 
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mission may not, at some future time, 
require such supplementary action, if 
any, as may still be needed under § 11 


(b). 


Compliance with statutory require- 
ments additional to those express- 
ly set forth in § 11(e) of the Act. 


While § 11(e) of the Act prescribes 
findings that a plan submitted under 
that section (1) is necessary to ef- 
fectuate the provisions of § 11(b), 
and (2) is fair and equitable to the 
persons affected by such plan as condi- 
tions precedent to our approval of a 
plan so submitted, yet in addition to 
these general findings, or as constit- 
uent part thereof, we must also de- 
termine that such of the several indi- 
vidual transactions which go to make 
up the plan as a whole, as require our 
approval under other sections of the 
Act, meet the particular tests set forth 
in such other sections. In the present 
case there are a number of distinct, al- 
though related, transactions of the 
type last mentioned. 

The several intrasystem convey- 
ances and transfers, which it is con- 
sidered unnecessary again to describe 
at this point, require our approval un- 
der § 12 of the act, 15 USCA § 791 
and the rules promulgated pursuant 
thereto. These several transfers and 
conveyances, hereinabove reviewed in 
detail, are approved. The intrasystem 
acquisitions involved in the consum- 
mation of the plan presently before us, 
notably those by Southwestern, we 
find, meet the requirements of § 10 
of the act, 15 USCA § 79}, particu- 
larly finding that such acquisitions, in 
the light of their relation to the plan 
as a whole, and despite the fact that 
Southwestern may hereafter be re- 
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quired to dispose of certain portions 
of the securities and properties so to 
be presently acquired by it, will serve 
the public interest by tending towards 
the economical and efficient develop- 
ment of an integrated public utility 
system, as required by § 10(c) (2). 

As heretofore stated, the sale of 
Kansas is being treated in a separate 
opinion and order. The acquisition 
of Panhandle, Cimarron, and Guy- 
mon by Southwestern from nonaffili- 
ated interests has the tendency required 
by § 10(c) (2), as it must have for us 
to approve it. While such acquisition 
viewed as a whole, which it must be 
in the present case, has this tendency, 
it may be that not all of the particular 
properties involved in this acquisition 
may be permanently retained under 
the standards of § 11(b)(1). The 
other requirements of § 10 are also 
met. The sale of Panhandle, Cimar- 
ron, and Guymon to Southwestern by 
Continental Gas & Electric Corpora- 
tion, as distinguished from the pur- 
chase thereof by Southwestern, is also 
subject to our jurisdiction under the 
Act, and that phase of the transaction 
is being made the subject of a separate 
opinion and order. 

The several capital contributions in- 
volved in the plan require our approv- 
al under § 12(b) of the Act and Rule 
U-45 promulgated pursuant thereto. 
This approval is granted. The acqui- 
sition and retirement by the several 
companies here involved of the pres- 
ently outstanding securities of such 
companies in the manner, and to the 
extent set forth in the plan, as amend- 
ed, are approved by us pursuant to 
§ 12(c) of the Act. 

The plan under consideration con- 
templates the assumption of certain 


liabilities of Community and of Gen. 
eral by Southwestern. This assump- 
tion requires our approval under 8§ 6 
(a) and 7 of the Act and that approy- 
al is granted. The issuance of new 
common stock by Southwestern in re. 
placement of the presently outstand- 
ing common stock of Community and 
of General also requires our approval 
under § 7, as do the issuance and dis- 
position (intrasystem) of new securi- 
ties by Gulf and by Royal Palm in con- 
nection with the readjustment of the 
capital structures of these two compa- 
nies. As in the case of the assumption 
of liability by Southwestern and the 
issuance of common stock by it, we 
find that the standards of § 7 of the 
Act are met and that such issuance 
and disposition should, accordingly, 
be permitted. 

The material to be used in the solici- 
tation of assents of stockholders of 
Community and of General to the pro- 
posed plan of merger has been sub- 
mitted to us pursuant to § 11(g) of 
the Act and our rules under that sec- 
tion. Such submission is permitted to 
become effective as a declaration in 
regard to such soliciation material and 
the use thereof, as proposed, is ap- 
proved. The report of this Commis- 
sion upon the plan, as required by the 
cited section, is being issued concur- 
rently with the filing of these findings 
and opinion, which report will be 
transmitted to the persons solicited, 
together with the solicitation material. 

[5] In connection with such solici- 
tation it is represented by the propo- 
nents that, in addition to the activities 
of the officers and regular employees 
of the companies involved, the coop- 
eration of investment houses and bro- 
kers will be sought, especially in “fol- 
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lowing-up” such particular  solicita- 
tions. It is further represented that 
no compensation will be paid to such 
investment houses or brokers, or their 
employees, for such assistance, al- 
though it is expected that such expen- 
ses as telephone, telegraph, and trav- 
dling expenses as such persons may 
incur will be the subject of reimburse- 
ment. It is further stated that a ques- 
tion has been raised by certain invest- 
ment houses of whether, under our 
Rule U-62(g)(2)(A) the company 
or the individual so assisting in such 
solicitation efforts may not be barred 
from participation in the underwrit- 
ing and in the selling of the securities 
proposed to be issued and sold by 
Southwestern upon the consummation 
of the proposed merger. It is pointed 
out by the proponents of the plan that 
such investment houses and brokers, 
whose assistance is deemed necessary 
in connection with the solicitation ef- 
forts of the companies, may be reluc- 
tant to render assistance of the type 
indicated if by reasons of such action, 
they are precluded from the possibility 
of participating in the subsequent sale 
of securities by Southwestern. To the 
extent that such action might be inter- 
preted as subjecting such persons to 
the disqualification imposed by the 
cited subparagraph of Rule U-62, our 
order to be entered herein will exempt 
such persons from any disqualification 
arising by operation of such rule, such 
exemption being granted pursuant to 


Rule U-100. 


Approval by state regulatory bodies. 

The only state body having juris- 
diction over any of the several fea- 
tures of the plan is the New Mexico 


Public Service Commission. This 


187 


Commission has approved those fea- 
tures of the plan which come within 
its jurisdiction. 


Dividend Restriction and Creation of 
Reserve for Investments 

Our order will contain a condition 
requiring that Southwestern, upon the 
consummation of the proposed merger, 
set up on its books a reserve account 
in the amount of $200,000 for appli- 
cation against such losses, if any, as 
may hereafter be realized upon any 
sale of its investments. 

Our order will also provide that 
Southwestern shall not declare or pay 
any dividend upon its common stock, 
nor make any other distribution there- 
on, pending the further order of this 
Commission. 


Questions Reserved for Later 
Determination 
Issuance and Sale of Bonds, Notes, 
and Preferred Stock by Southwest- 
ern. 

We recognize that the consumma- 
tion of the plan presently before us is 
dependent upon a_ successful refi- 
nancing to be effected by Southwest- 
ern through the issuance and sale of 
securities by that company. Such is- 
suance and sale cannot legally take 
place, except with the approval of this 
Commission. Therefore any approval 
upon our part of the plan submitted 
necessarily implies an indication that, 
in the light of conditions as they ex- 
ist as of this date, we see no insuper- 
able difficulties in approval of the is- 
suance and sale by Southwestern of 
bonds, notes, and preferred stock of 
that company, as proposed. However, 
definitive details as to the terms and 
conditions of these securities, the pric- 
es at which the same are to be sold, the 
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expenses to be incurred, and remuner- 
ation to be paid, and underwriting 
spread to be allowed are not in this 
record. Moreover, it is not impossible 
that other factors may be in existence 
at the time when such issuance and 
sale are proposed to be made, presum- 
ably some weeks hence, which should 
also be then considered by us in the 
light of § 7 of the Act. In this con- 
nection, it should be borne in mind 
that while, as has been stated, an or- 
der approving the plan may be con- 
sidered as indicating that we see no 
insuperable objections to the issuance 
and sale of securities, as proposed, by 
Southwestern after the merger, such 
approval is not to be deemed indica- 
tive that we would consider the altera- 
tion of the relative amounts of debt 
securities and equity securities, nor the 
alteration of the rates of return there- 
on, as similarly susceptible of approv- 
al, even if the sale prices, expenses and 
other matters not yet incorporated in 
the record should present no new ob- 
stacles to approval. 

Jurisdiction will be reserved in re- 
spect to the issuance and sale of the 
securities proposed to be issued and 
sold by Southwestern to the public, 
pending completion of the record here- 
in in respect thereof, and the further 
order of the Commission to be entered 
in the light of such completed record. 


Fees and expenses. 

An estimate has been filed in the 
record of the fees and expenses in- 
curred and to be incurred in connec- 
tion with the plan which is now before 
us for approval, including fees and ex- 
penses directly attributable to particu- 
lar individual transactions the con- 
summation of which constitute a part 
of the plan as a whole. The aggregate 
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of such fees and expenses is estimated 
at $380,000. We do not consider it 
necessary or appropriate for us to pass 
at this time upon the reasonableness of 
these fees and expenses, the record not 
yet having been completed in respect 
of a most important feature of the 
plan, namely, the issuance and sale to 
the public by Southwestern of the new 
securities proposed to be so issued and 
sold by it. We shall, therefore, re- 
serve jurisdiction in respect of a de- 
termination of the reasonableness of 
such fees and expenses and approval 
or disapproval thereof. 


Proposed charges to capital surplus 
of Southwestern subsequent to 
completion of merger. 

A request is made that, to the extent 
that the earned surplus of Southwest- 
ern, as such earned surplus will exist 
subsequent to the consummation of 
the proposed merger, is insufficient for 
the payment of dividends upon the 
preferred stock proposed to be issued 
by Southwestern, such dividends may 
be permitted to be declared and paid 
from the capital surplus of South- 
western for the first four quarter an- 
nual periods ending after the date of 
the consummation of the merger. We 
believe that this request may more 
satisfactorily be considered if action 
thereon is deferred until final approv- 
al shall have been granted for the is- 
suance and sale of the preferred stock 
mentioned, at which time further in- 
formation will be available as to the 
exact amounts so sought to be charged 
and as to the necessity and propriety 
of such charges in the light of condi- 
tions as the same may then exist. 

Advance approval is also sought of 
certain other charges to the capital 
surplus of the resulting corporation, 
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Southwestern, which the proponents 
of the plan believe it may be necessary 
or desirable to make. Neither the ne- 
cessity nor the propriety of these 
charges is presently apparent and ac- 
tion by us in respect of such request 
would appear to be premature until 
such time as occasion for the making 
of such charges may arise. 

We will reserve jurisdiction in re- 
spect of the particular request first 
mentioned, for consideration thereof, 
at the time that any order may be en- 
tered by us permitting the issuance and 
sale of the preferred stock involved, 
and we will reserve jurisdiction in re- 
spect of the remaining requests for the 
making of charges against capital sur- 
plus, pending our further order, or 
orders, relative thereto, such order, or 
orders, to be entered upon the submis- 
sion of further evidence at such time, 
or times, as the approval or disapprov- 
al of such requests may become a mat- 
ter of immediate importance rather 
than of academic interest. 

Our order to be presently entered 
herein will contain a condition to the 
effect that no charge shall be made to 
the capital surplus of Southwestern, 
after the merger is consummated, 
pending our further order, or orders. 

An order will issue approving the 
plan submitted, subject to the several 
conditions and reservations of juris- 
diction, and containing the several af- 
firmative directions indicated in these 
findings and opinion. 

ORDER 

Community Power and Light Com- 
pany, General Public Utilities, Inc., 
and Southwestern Public Service 
Company, each of which is a registered 
holding company, and companies sub- 
sidiary thereto, having filed applica- 
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tions and declarations, and amend- 
ments thereto, pursuant to § 11(e) 
and other sections of the Public Util- 
ity Holding Company Act of 1935, 
and the Rules and Regulations of this 
Commission promulgated thereunder, 
whereby said applicants request ap- 
proval of a plan submitted pursuant to 
said § 11(e), a report upon such plan 
by this Commission pursuant to § 11 
(g) of said Act and authorization for 
certain particular transactions, consti- 
tuting component parts of said plan, 
and actions incidental thereto, includ- 
ing, among other things, a merger of 
said three registered holding compa- 
nies, and, in connection with such pro- 
posed merger the transmission of cer- 
tain solicitation material to the com- 
mon stockholders of Community Pow- 
er and Light Company and of General 
Public Utilities, Inc., intrasystem sales 
and acquisitions of certain properties 
and securities, the liquidation of cer- 
tain subsidiary companies, the recapi- 
talization of certain remaining subsid- 
iaries, the acquisition of certain prop- 
erties from nonaffiliated interests, the 
refinancing of the surviving parent 
company, Southwestern Public Serv- 
ice Company, as well as the exemption, 
pursuant to Rule U-100, of such in- 
vestment houses and brokers and the 
members, officers, and employees of 
such investment houses, or brokerage 
firms or companies as may render serv- 
ices (without compensation, other 
than reimbursement for expenditures 
made) in connection with the solicita- 
tion of assents of stockholders to said 
merger agreement, from any disquali- 
fication which might otherwise be im- 
posed upon such companies or indi- 
viduals by reason of Rule U-62(g) 
(2) in respect of future participation 
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in the purchase or sale of any securi- 
ties which may hereafter be issued and 
sold by said Southwestern Public 
Service Company ; 

A public hearing having been held 
after appropriate notice, and the Com- 
mission having considered the record 
and having made and filed its findings 
and opinion herein; and 

The Commission having found, sub- 
ject to the conditions and reservations 
hereinafter set forth, (1) that the 
plan, for which approval is so sought, 
is necessary to effectuate the provi- 
sions of § 11(b) of the Act, (2) that 
the plan is fair and equitable to the 
persons affected thereby, (3) that the 
requirements of Rule U-62(g) (2) as 
applied to the prospective activities of 
investment houses and brokers and of 
the members, officers, and employees 
of such houses and firms, in respect of 
the buying and selling of any securi- 
ties which may hereafter be issued and 
sold by Southwestern Public Service 
Company, are neither necessary nor 
appropriate in the public interest or 
for the protection of investors or con- 
sumers, and (4) that all other appli- 
cable requirements of said Act have 
been satisfied ; 

It is hereby ordered, that said plan 
be, and the same is hereby, approved, 
that said applications, as amended, be, 
and the same are hereby, granted, and 
that said declarations, as amended, be, 
and the same are hereby, permitted to 
become effective forthwith, subject, 
however, to the following conditions 
and reservations: 

(1) Southwestern Public Service 
Company, upon the consummation of 
the merger proposed to be made in 
pursuance of the plan for which ap- 
proval is sought in this proceeding, 
and the acquisition by said company 
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of the properties to be acquired by it 
which are presently owned by Pan. 
handle Light and Power Company, 
Cimarron Utilities Company and Guy- 
mon Gas Company, will immediately 
enter upon a program of amortiza- 
tion of the amount designated in said 
corporation’s pro forma balance sheet, 
(reflecting said acquisitions and cer- 
tain other transactions) filed in this 
proceeding, as “Excess Cost of Net 
Assets Acquired over Value Record- 
ed in Accounts of Predecessor,” said 
amount being $442,790.94. Such 
amortization shall be effected by the 
writing off of said aggregate amount 
through charges against income or 
earned surplus to be made in substan- 
tially equal amounts annually over a 
period of five years from the date of 
the acquisitions ; 

(2) Southwestern Public Service 
Company, upon the consummation of 
the merger above mentioned, shall cre- 
ate upon its books a reserve in the 
amount of $200,000 against any loss- 
es which may hereafter be realized up- 
on the securities to be acquired by it 
through said merger, or otherwise pur- 
suant to said plan, proposed to be car- 
ried upon the books of said corpora- 
tion as investments ; 

(3) Upon consummation of the 
above mentioned merger, Southwest- 
ern Public Service Company shall not 
declare or pay any dividend upon the 
common stock of that corporation, 
nor shall it make any other payment 
or distribution thereon, by purchase, 
or otherwise, in money or other prop- 
erty, pending the further order, or or- 
ders, of this Commission, except that 
such restriction shall not apply to any 
payment which may be made in con- 
nection with any rights, or asserted 
rights, of appraisal and payment which 
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any stockholder of Community Power 
and Light Company and/or General 
Public Utilities, Inc., may have under 
any state statute applicable to said 
proposed merger ; 

(4) That within one year from the 
date of the entry of this order, unless 
such time shall be further extended by 
this Commission, Southwestern Pub- 
lic Service Company, the surviving 
parent company, shall take such action 
as may be necessary to divest itself of 
all ownership and all control of: 

(a) The physical properties in east- 
central Texas to be owned by said 
Southwestern Public Service Com- 
pany after consummation of the pro- 
posed merger and related transactions 
which are, at present, owned by Tex- 
as-New Mexico Utilities Company 
and by Gulf Public Service Company, 
respectively ; 

(b) Gulf Public Service Company 
of the physical properties owned or 
controlled by it; 

(c) Flagstaff Electric Light Com- 
pany ; 

(d) Arizona Electric Power Com- 
pany ; 

(e) Holbrook Light and Power 
Company ; 

(f) Southwestern Ice Company; 

(g) Royal Palm Ice Company ; and 

(h) Arkansas Utilities Company. 

(5) That no charge shall be made 
to the capital surplus account of South- 
western Public Service Company, aft- 
er said merger is consummated, pend- 
ing the further order, or orders, of 
this Commission ; 

(6) That jurisdiction be, and is 
hereby, reserved with respect to the 
issuance and sale of the securities pro- 
posed to be issued and sold to the pub- 
lic by Southwestern Public Service 


191 


Company, and with respect to the im- 
position of conditions relative to such 
securities and their issuance and sale, 
until the terms and provisions of such 
new securities and of the sale thereof 
shall be submitted to this Commis- 
sion in definitive form, and a further 
order, or further orders entered in 
respect thereof ; 

(7) That jurisdiction be, and is 
hereby, reserved in respect of the rea- 
sonableness, and approval or disap- 
proval, of fees and expenses incurred, 
and to be incurred, in connection with 
the subject plan,'‘and transactions in- 
cident thereto; 

(8) That jurisdiction be, and is 
hereby, reserved to this Commission 
to entertain such further proceedings, 
to make such further and supplemen- 
tal findings, and to take such addition- 
al and further action, as may be found 
by it to be appropriate in the premises 
in connection with said plan and the 
several transactions incident to the con- 
summation thereof ; 

(9) That the several transactions, 
approval or authorization of which is 
granted by this order, shall be carried 
out in accordance with the terms and 
conditions of, and for the purposes 
stated in the declarations and applica- 
tions, as amended, filed in this pro- 
ceeding ; 

(10) That the material to be trans- 
mitted to the common stockholders of 
Community Power and Light Com- 
pany and of General Public Utilities, 
Inc., shall be accompanied by a copy 
of the report of this Commission on 
the plan which is the subject of this 
proceeding, which report is being en- 
tered and issued concurrently with the 
entry of this order. 

It is further ordered that South- 
western Public Service Company shall 
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take the several actions, recited in 
those conditions of this order num- 
bered (1), (2), and (4), as in said 





conditions set forth, and shall comply 
with those restrictions recited in that 
condition numbered (4) of this order, 
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William H. Hayes et ux 


Burgess and Town Council of Borough 


of Morrisville 


[Complaint Docket No. 13724.] 


Reparation, § 11 — Commission jurisdiction — Advances for extension. 
The Commission has no jurisdiction over a complaint alleging that a public 
utility refuses to refund advances made for extensions of water service 
to a real estate development made under a contract between the parties, 


[September 9, 1942.] 
OMPLAINT alleging refusal to refund advances made for ex- 


tension; dismissed. 


By the Commission: This matter 
comes before us upon complaint filed 
by William H. Hayes and Anna C. 
Hayes, his wife. The complaint al- 
leges the respondent’s refusal to re- 
fund advances made by the complain- 
ants for extensions of water service 
to the real estate development on the 
West Acres in Lower Makefield 
township, Bucks county. The ad- 
vances were made under contracts 
entered into between the complainants 
and respondent. Respondent filed an 
answer attacking the jurisdiction of 
the Commission. 

The Commission has in _ several 
cases held that where the basis of a 
complaint before the Commission 
arises purely and solely out of con- 
tractual obligations between com- 
plainant and respondent, and no 
question of rates or service is in- 
volved, then the Commission has no 
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jurisdiction, but complainants must 
have recourse to courts of law. 

The matters complained of by Wil- 
liam H. Hayes and Anna C. Hayes, 
his wife involves contractual obliga- 
tions. No question of the reasona- 
bleness of the rates or adequacy of 
service, which generally speaking are 
the fundamentals of the Commis- 
sion’s power to act, is involved in this 
case. 

All of the allegations in the com- 
plaint have been fully considered and 
found not to be within the jurisdic- 
tion of the Commission; therefore, 

Now, to wit, September 9, 1942, 
it is ordered: That the complaint of 
William H. Hayes and Anna C. 
Hayes, his wife, against the burgess 
and town council of the borough of 
Morrisville, be and is hereby dis- 
missed. 
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Equipment Notes 


Wood Rolling Door 


The Kinnear Manufacturing Co. of Colum- 
bus, Ohio, announces production of an upward- 
acting, wood rolling door providing a much 
needed answer for war-time door require- 
ments, and offering a type of door operation 


Offers Same Advantages As Steel Door 


preferred for many openings. By incorporating 
the same upward-operating principle used for 
many years in the famous Kinnear Steel Roll- 
ing Door, this product is reported to afford 
many of the same advantages as the steel door, 
including overhead storage, space economy, 
convenience, neat appearance, and long years 
of service. In addition, The Kinnear Wood 
Rolling Door makes slashing reductions in the 
use of vital war materials, permitting its un- 
limited use. 

Coiling as it does above the lintel, The Kin- 
near Wood Rolling Door does not require any 
floor, wall, or ceiling space for its operation. 


70 MASTER-LIGHTS 
© Electric Portable Hand Lights. 
© Repair Car Spot and Searchlights. 
® Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 











Industrial Progress 


Selected information about products, supplies and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


When raised, it is completely out of the way 
of damage, leaving a clear, unobstructed open- 
ing. Permanently mounted on the face of the 
wall or between-jambs and built to order in 
any practical size, it can be readily installed 
in old or new buildings. 


Egry Com-Pak Register 

Many time-, material-, and money-saving 
advantages are claimed for Com-Pak Registers 
by the manufacturer, The Egry Register Com- 
pany, Dayton, Ohio. 

Either manually or electrically operated, the 
Com-Pak is designed to discharge all copies 
or to retain a record copy in a locked, tamper- 
proof compartment within the reg:ster. Copies 
are discharged from either the front or the 
side. Built in a number of models and sizes, 
Com-Pak is claimed to be ideal for use wher- 
ever handwritten records are made. 

The Com-Pak Auditor is a combination of 
the Egry Com-Pak Register and a cabinet 
cash drawer in an integral unit which, ac- 
cording to Egry, assumes complete control 
over every transaction involving the cash 
drawer because it is impossible to open the 
drawer until record has been made. 

The Com-Pak Summary not only gives de- 
tailed information on the transaction, but also 
provides a summarized record at the same — 
writing. The Com-Pak Analizer goes a step — 
further and provides an analysis as well as — 
a summary when forms are written. 

All models use Egry Continuous Forms. 


Acme Four-Lamp Ballast Now Available 


Acme Electric & Mfg. Co. of Cuba, New 
York, announces that the new Acme model 
F 100-25 lamp ballast for four 100 watt fluores- 


Model F 100-25 


cent lamps is now available for use on indus- 
trial lighting orders or replacements carrying 
high priority ratings. Because the use of this 
unit will largely be in fixtures in war produc- 
tion plants, the electrical characteristics corre- 
spond to the majority of such applications. 
The manufacturers claim that the F 100-25, 
four lamp ballast is designed to provide equil- 
ized and balanced secondary voltage to each 
lamp. Providing starters and switches are in 
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DAVEY TREE TRIMMING SERVICE 





INSIST ON 


Fi TI SOlMS 


1046 1823 Papers 
JOHN DAVEY FOR YOUR 


Founder of Tree Surgery 





Forms 
Is {-velesar ky 
Stationery 


Tailored Trees 


Davey men know the ins and outs 
of top-clearance, side-clearance, 
drop-crotching and all the rest. 
If you want some special type of 
trimming, they can do it expertly. 
Try Davey service. 





Superior Quality 
MADE FROM COTTON FIBERS 


Tree interference may aid the Axis 


DAVEY TREE EXPERT 68. KENT, OBLO PARSONS PAPER CO. 
DAVEY TREE SERVICE HOLYOKE - MASSACHUSETTS 
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MODERN MET 





THE cooperation of the electric 

ft _ industry with the watthour meter manu- 
prs has kept the design and develop- 

nt of the modern watthour meter well 
, of metering requirements. Thanks to 
rative spirit, watthour meters will 
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Equipment Notes (Cont'd) 
good order this would assure all four lamps 
of the unit lighting at same time. 

Core and coil elements of this ballast are 
said to be impregnated and compounded to 
minimize normal resonant vibration thus re- 
ducing the sound level to a negligible point. 

Descriptive bulletin 157 may be obtained 
from the manufacturer. 


Fluorescent Fixture Mounting Device 

All continuous-row industrial fluorescent 
fixtures manufactured by Sylvania Electric 
Products, Inc., now come completely equipped 
with Sylvania “Slide-Grip” hangers. Accord- 
ing to the manufacturer, these adaptable 
mounting clamps provide faster installation 
and easier maintenance, and, due to their flexi- 
bility allow for a better alignment of fixtures. 
This new device offers a variety of applica- 
tions for chain, surface, rod or messenger-cable 
mounting. 


New Oil Switch Increases Protection 
For High-Voltage Lighting Systems 

A new Novalux controller which assures 
increased protection against electrical break- 
down on high-voltage circuits has been an- 
nounced by the General Electric Company. 


¢ 


G-E Novalux Controller 


This solenoid-operated oil switch is for use 
with constant current transformers energized 
from distribution systems up to 7620 volts, 
and has 15-kv class insulation as specified by 
ASA Insulation Standards for Transformers, 
Regulators and Reactors. It was designed pri- 
marily for use on protective lighting circuits 
served from distribution systems operating at 
voltages up to 7620/13,200 Y. 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 


Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











New Electric Etcher 

To meet the present day demand for stand- 
ardization of equipment, Ideal Commutator 
Dresser Co., has designed a new model etcher 
to cover a wide range of etching heads. 


= 


Marks Anything of Steel, Iron, or Their Alloys 


This unit called the No. 18 “Machine Shop” 
metal etcher has 14 heats from 115 to 1300 
watts. With it, the manufacturer claims one 
can etch everything from thin, delicate metal 
parts to large, smooth castings. 

The manufacturer points out that there is a 
great need for permanently marking equip- 
ment, thus preventing costly mistakes, dis- 
couraging theft and saving valuable time. 


New Communication System 


Executone, Inc., announces that they have 
developed a new improved Executive-Monitor 
communication system consisting of two or 
more master stations connecting up to 19 re- 
mote stations in the system. Incorporating a 
new combination of Executone standard fea- 
tures, this system is claimed to offer an ideal 
arrangement for plants where conversations 
must be carried on between officers, assistants, 
and remote departments. 

The Executive and Monitor stations can 
either talk to each other, or carry on two-way 
amplified voice conversations with remote desk 
or trumpet-type substations in outlying de- 
partments. The interceptor-control feature en- 
ables the assistant at the Monitor station to 
intercept all incoming calls originating at the 
remote stations. 

Both Executive and Monitor stations are 
equipped with busy signals which show when 
other stations are in use. The Executive sta- 
tion, however, has the optional facility of 
right-of-way over busy stations for emergency 
use. A paging button enables the user of any 
master station to call all other stations simul- 
taneously, for paging and locating persons in- 
stantly, and for issuing emergency warnings 
or general announcements to the entire staff. 

Persons called can reply remotely without 
leaving their work to approach the station. 
High-powered trumpet-type substations pro- 
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WHAT! 


2500 BOXES OF 
CARBON PAPER 
THROWN AWAY? 








YESSUR-in one veaR, 
BUT WE COULD HAVE 


SAVED 2485 BONES 


ou're right, young lady! The Egry Speed-Feed would 
ve saved the 2485 boxes of carbon paper that went into 
he waste basket. The Speed-Feed converts any type- 
riter into a billing machine in one minute .. . steps up 
he output of typed forms per day 50% (even more)... 
4 eliminates the use of costly, wasteful, pre-inserted 
e-time carbon forms! 


es, a user of the Egry Speed-Feed 
nd 50,000 five-part 814” x 11” Egry 
ontinuous Printed Forms per year 
ves 2485 boxes of carbon paper an- 
ully. In dollars and cents that sav- 
will more than pay for the use of 
he Speed-Feed for a century or more! 
iterature on request. Demonstration 
your own office without obligation. 
ddress Dept. F-115. 


GRY 


The EGRY —a Company 


Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
Egry Continuous Forms Limited, King and Dufferin Streets, Toronto, Ontario, Canada 
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vide extra sound volume to cover large space 

areas or penetrate high-noise levels. Push-but- 

ton selection facilitates speed of operation. 
This system is UL approved and licensed 

under A. T. & T. patents, and is serviced and 

installed by the manufacturer’s representatives. 


New Indoor Current Transformer 

A new indoor current transformer, Type 
JK-9, is announced by the General Electric 
Company. It is rated 15 kv, 1000 to 4000 amp. 


Supersedes Type KC-51 


This transformer has better accuracy, higher 
insulation, and is smaller in size than the Type 
KC-51 it supersedes. 

According to the manufacturer, the high 
accuracy of this transformer makes it ideal 
for relay applications—particularly differential 
relaying—as well as for metering service. Dur- 
ing overcurrent conditions, with a burden Z, 
all ratings will be well within eight per cent 
of the true ratio at 20 times normal current. 

The JK-9 is six inches shorter than the 
superseded design, therefore requires less 
mounting space. 

For additional information about this new 
transformer, ask for Bulletin GEA-3876. 


* 


Catalogs and Bulletins 


ATC Bulletins 

Automatic Temperature Control Company, 
Inc., Philadelphia, Pa. has issued Bulletin 
G-16, which lists current publications of the 
company. Names, addresses and telephone 
numbers of the company’s sales representa- 
tives in 16 important cities throughout the 
country and in England and Canada also are 
given. 

Among the most recent publications of the 


company are the following: Time Control 
Condensed Catalog (B-2); Standard Control 
Systems for Fuel-fired Furnaces (A-14), 
Types B and BF Valves (V-9). 


“Wave Shape of Multi-Phase Rectifiers” 

Methods of providing multi-phase operation 
of rectifiers in large capacity installations are 
described in Engineering Report No, 49, 
“Wave Shape of Multi-Phase Rectifiers,” 
published by joint subcommittee on develop- 
ment and research, Edison Electric Institute 
and Bell Telephone System. 

Results of field tests are presented for sity- 
ations employing 24, 30, 36 and 60 phases to 
illustrate the benefits of multi-phase operation 
from the inductive coordination standpoint. 


Cop-R-Loading 

Cop-R-Temp loading, a method of trans- 
former loading which saves critical materials 
by eliminating “overtransforming” is de- 
scribed in a new booklet issued by Westing- 
house Electric and Manufacturing Company. 

A copy of booklet B-3103 may be secured 
from department 7-N-20, Westinghouse Elec- 
tric and Mfg. Co., East Pittsburgh, Pa. 


Turret Lathe 

A new catalog, No. 67-W, of South Bend 
2-H Turret Lathes has been recently issued 
by the manufacturer. 

This 8-page catalog fully describes and il- 
lustrates these lathes and the numerous at- 
tachments and accessories which are available 
for adapting them to various types of pro- 
duction work. Important construction features 
of the lathes and their operation are explained. 
Tabulated specifications give full information 
on capacities, speeds, feeds, and dimensions. 

Copies can be obtained by writing to 
South Bend Lathe Works, South Bend, Ind. 


Centrifugal Pumps 

Bulletin B6059-H, issued by Allis-Chalmers 
Mfg. Co., Milwaukee, contains what the manu- 
facturer considers to be one of the most com- 
pact compilations of facts ever issued on a 
complete centrifugal pump line. ; 

The variety of emergency wartime applica- 
tions has been kept in mind in preparing the 
concise descriptions, charts and diagrams in 
the new book. Construction features, sizes 
and capacities are listed in a manner which 
simplifies the choice of proper pumping equp- 
ment for specific needs. 

Included in the bulletin are pump types for 
every purpose—single and double suction, sin- 





WHEAT 





Rechargeable Spotlight 
KOEHLER MFG. CO. Marlboro, Mass. wien tite 


BLACKOUTS and other WAR MEASURES 
DEMAND PROTECTIVE LIGHTING 


26,900 Boom OP. 


Ft. 
12 A.H.—4 Volt 
Weight 6 Ibs. 
ours 
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| Save Critical Material 





\se this table as a guide 


Approximate Load in 
per cent of 55° C. Self- 


Permissible Top-Oil 


Cooled Rating Temperature 





for overloading 
Pennsylvania 
Power Transformers 





100% 75°C 
115% 70°C 
129% 65°C 
142%, 60°C 
154%, 55°C 
166% 50°C 











HOW TO USE OVERLOAD-TEMPERATURE TABLE 


With any continuous load shown in the first column 
it the table, the top oil temperature in the trans- 
former should not exceed the corresponding value 
hown in the second column. Intermediate values 
my be obtained by direct interpolation. 


XAMPLE: If a transformer, while carrying 100% 
lad, is found to have a top oil temperature of 
°C, and it is desired to carry 29% overload 
in this transformer, additional cooling must be pro- 
ided to bring the top oil temperature down to 


65° C., when the transformer is carrying 129%, 
load. 
eo e@ ®@ 


It is not always necessary to provide additional 
cooling in order to obtain additional capacity. Low 
ambient temperature, low load factor, and similar 
conditions will permit the transformer to be over- 
loaded to the extent shown in the table, as long 
as the corresponding permissible oil temperatures 
are not exceeded. 


ADDITION OF FORCED COOLING 


Increased rating may be obtained economically by the addition of forced-air-cooling 
fans, or forced-oil-cooling units. For information as to type, number, and size of 
fans and cooling units, you are invited to consult our Engineering Department. 


LIMITATIONS 


it above guide applies to Pennsylvania Power Transformers 

hich have been properly operated and maintained. The 
must be in good condition as indicated by dielectric 
ngth and color. Samples of oil may be sent to our fac- 
where they will be tested without charge. 


oe applying overloads to transformers, a careful check 


should be made of the thermal capability of all associated 
equipment, such as circuit breakers, switches, current trans- 
formers, cables, meters and rélays. Before exceeding 135% 
load on any transformer, it is recommended that advice be 
obtained from our Engineering Department as to any limita- 
tions involved, such as oil expansion, pressure in sealed- 
type units, bushing ratings, etc. 


TRANSFORMER COMPANY 


N. S., PITTSBURGH, PA. 


808 RIDGE AVENUE, @ 
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gle and multi-stage, mixed and axial flow, 


combined Allis-Chalmers units and special: 


pumps to solve special problems. Recom- 
mended applications for the one-package pump 
unit, the A-C Electrifugal, are also included. 


ee 
Manufacturers’ Notes 


Herrington Director of Aviation Corp. 


A. W. Herrington, board chairman of The 
Marmon-Herrington Company, Inc., Indianap- 
olis, Indiana, has been elected a director of 
The Aviation Corporation. As president of the 
Society of Automotive Engineers and as a 
Governor of the American Society of Mili- 
tary Engineers, Mr. Herrington’s abilities, 
both as an executive and as an engineer, have 
been recognized. The company which he 
founded with the late Walter C. Marmon is 
now one of the large producers of military 
units in the Midwest. 

Mr. Herrington was appointed by President 
Roosevelt as technical advisor to Col. Louis 
Johnson on the recent American Economic 
Mission to India. 

The Aviation Corporation and affiliates are 
builders of Consolidated and Vultee airplanes, 
operators of several plants building essential 
airplane parts, and The New York Shipbuild- 


ing Corporation. Consolidated builds the fa- 
mous B-24 bomber, and tee is a large 
producer of basic trainer planes for the Army 
and Navy. 


Westinghouse Elects Two Vice Presidents 


H. V. Putnam, manager of the company’s 
transformer division, and Harry F, Boe, man- 
ager of the district repair and manufacturing 
department, were recently elected to the rank 
of vice president by the board of directors of 
the Westinghouse Electric & Mfg. Company, 


Thornton Drives for Alaskan Highway 


The Thornton Tandem Company of Detroit, 
Michigan, manufacturers of the Thornton 
Four-Rear-Wheel Drive for motor trucks, has 
started to make deliveries on five hundred 
units for a prominent construction company, 
to be used on the new Canada-Alaska High- 
way. The Thornton units are applied to Ford 
trucks and are then equipped with 6-yard 
dump bodies made by the Anthony Company 
of Streator, Illinois. These bodies are 104 ft, 
long. The Thornton Four-Rear-Wheel Drive 
utilizes two driving axles under the load and 
provides a heavy-duty performance for on or 
off-the-road operation. 

The “Alcan” highway, which has been 
termed “America’s Burma Road,” starts at 
Edmonton, focal point for the railways and 
highways that run South and East of the 





e Whatever the demands of the gas in- 

dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pic 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 


@ Mr. A. L. Smyly 
President 
sesame, hee 


vernor Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL ELIZABETH N.J 


Connelly 
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0 KEEP THE BATTLE MACHINES SLUGGING 


Harvester Men Form Maintenance Battalion to Serve the Battle Line * 


IGHTING MACHINES, like soldiers, 
ufer battle casualties. The men who re- 
hair the wounded tanks, trucks, tractors, 
d guns may tip the scale to victory. 
Maintenance in the wake of battle calls 
or soldiers who can grind a valve or 
handle a welding job. 

Army Ordnance, in its quest for men to 
perate its mobile front-line machine 
hops, asked International Harvester to 
orm a battalion of mechanical specialists 
fom among its employes and dealers. 
arvester tackled the recruiting job. In 
wo weeks the enlistment quota was 
passed. Now this new maintenance bat- 


talion is part of another armored division. 


These volunteers will serve with the 
first such battalion formed from the man- 
power of a single company. They are 
worthy comrades of the 5,000 Harvester 
men who preceded them into military 
service. 


American mechanics are the world’s 
best. They are free men—builders of a 
free land. The Army needs 100,000 more 
of these men, to be enlisted in many 
similar maintenance units. Their skills 
are among our greatest assets in keeping 
the battle machines slugging for Victory. 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue 


Chicago, Illinois 


INTERNATIONAL HARVESTER 
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principal industrial manufacturing and sup- 
ply centers of the United States. Nearly 1200 
miles of new road has been cut through the 
forests to Fort Nelson, White Horse, in the 
Yukon territory, and then to Fairbanks. The 
highway totals 1600 miles in length. 


Gas Industry Urged to Prepare for 
Post-War Competition 

A warning to gas appliance manufacturers 
to be prepared to meet post-war competition 
of an entirely new and unique character was 
sounded recently by John A. Robertshaw, fol- 
lowing his reélection as chairman of the Man- 
ufacturers’ Section of the American Gas As- 
sociation. 

The wartime development of plastics, glass, 
and new metals introduces new basic materials 
which, Mr. Robertshaw said, show every 
promise of being adaptable to gas appliance 
manufacture. These materials offer opportun- 
ity for new design in stoves, water heaters, 
and cooking appliances of all kinds which 
can be so revolutionary in character as to 
make much of the present type appliances ob- 
solete both as to construction and performance. 
Although gas appliance plants are now almost 
wholly converted to war work there is vital 
necessity for the industry to continue research 
work and be alert to the far reaching changes 
which are bound to be a post-war development. 

Mr. Robertshaw is president of the Robert- 
shaw Thermostat Company, Youngwood, Pa., 
which has just been awarded the Army-Navy 
E for high achievement in production of war 


equipment. The Robertshaw plant, 95 per cent 
converted to manufacture of precision parts 
for munitions, illustrates how far the manu. 
facture of gas appliances has been immobilized 
because of war work. 


G-E Appointment 


J. O. Wetherbie has been appointed man- 
ager of General Electric wiring materials dis- 
trict No. 2, with headquarters at 570 Lexing- 
ton Ave., New York, N. Y. 

This assignment is in addition to Mr. Weth- 
erbie’s present responsibility as special repre- 
sentative coordinating the activities of General 
Electric’s appliance and merchandise depart- 
ment and other departments of the company 
on large governmental, commercial, industrial 
and residential construction projects. 


Westinghouse Division Changes Name 

The “merchanding” division of the West- 
inghouse Electric and Mfg. Company has been 
renamed the “Electric Appliance” division, 
according to an announcement by J. H. Ash- 
baugh, manager. 

The change has been made because the new 
name better indicates the manufacturing fa- 
cilities at both the Mansfield, Ohio, and 
Springfield, Mass., plants. Producing only for 
war now, the new name quickly suggests the 
type of manufacturing facilities available. 
When the war is over and peacetime produc- 
tion is resumed, the newly adopted name will 
again more specifically suggest this division's 
business—that of building electrical appliances 
to meet future needs. 








SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER C0. 


Bridgeport, Conn. 
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) peewee good advice in that prescrip- 
tion. Buy quality merchandise and 
tke good care of it to prevent needless 


waste, 


Your long-lived, dependable Exide Bat- 
teries, for example, will last even longer— 
regardless of the service in which they are 
ued —if given reasonable, normal care. 
Follow the few simple rules given here and 
Save to Win. That’s good medicine for you, 
and bad medicine for the Axis. 


THE ELECTRIC STORAGE BATTERY CO., Philadelphia 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


Exide Batteries of Canada, Limited, Toronto 


2. 
3. 
A, 


HERE'S WHAT TO DO 


Keep adding approved water at reg- 
Probably your local 
Ask us if in doubt. 


ular intervals. 
water is safe. 


Keep top of battery and battery con- 
tainer clean and dry. 


Keep battery fully charged but avoid 
overcharge. 


Keep a written record of water addi- 
tions, voltage and gravity. 


If you have a special battery problem, 


write us. 


Ask for Bulletin 3225. 


x10€ 


BATTERIES 
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Conductors on both hi-lines and rural lines are A.C. S. R: 


AGGR 
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“THEY'RE ALL IMPORTANT THESE DAYS 


‘Hi-lines supplying industry and rural lines carrying power to the 


farm front—there must be no stoppage in the flow of electricity 


which would cut off production of foodstuffs and supplies for our 
fighting forces. 

The Government recognizes the vital part the power companies 
are playing in the country’s war effort. Ruling P-46 permits you 
to obtain materials required for proper maintenance of power lines. 
No need to resort to makeshift devices. 

You probably aren’t seeing much today of the Alcoa engineers 
who called to tell you the virtues of A.C.S.R. They’re very much 
on the job, however, expediting delivery of Aluminum Alloy 
products to war production plants. But they’re available whenever 
you need their help in keeping hard-working power lines in service. 

Consult with ALumiINuUM Company or America, 2134 Gulf 


Building, Pittsburgh, Pennsylvania. 
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ON WAR EMERGENCY PIPELINE CONSTRUCTION— 
WHERE SPEED and UNFAILING PERFORMANCE 


ARE DEMANDED "CLEVEL ANDS 


ARE INDICATED—— 





Compact—fast—flexible—and mobile "Clevelands" are easy to operate— 
rugged—and amply powered for the toughest tasks, they are delivering max: 
mum trench footage day in and day out, on ditching jobs in all types of soi 
and reducing to a minimum service interruptions on a multitude of war and civilian 
emergency projects. 


Nf 20100 ST CLAIR AVE Pior CLEVELAND, OHI 


lI] vr THE CLEVELAND TRENCHER COMPANY tA 


“CLEVELANDS’ Save More...Because they Do More || 
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NEAR EVERY 
PUBLIC UTILITY 
AN IBM 
SERVICE BUREAU 


trained and equipped to help in this emergency 


IRST to be enrolled in the Nation’s service, utilities are taking 
on bigger and bigger tasks that are vital to our national effort 
. . . Fact-finding jobs inevitably grow out of emergencies. These 
peak analytical jobs need not be assigned to staffs already heavily 
burdened with regular work . . . IBM Service Bureaus in all prin- 
cipal cities are trained and equipped to help utilities with overflow 


accounting, research and fact-finding work . . . 


FOR SERVICE CALL NEARBY IBM SERVICE BUREAU 


Rate Analysis 
Market Research 
Physical Inventory 
Personnel Studies 
Material Analysis 

. and other studies 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


Offices in & Principal Cities 
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631 PAGES 
BLUE CLOTH BINDING 


$6.50 


Order Today From 






























=P RINCIPLES of 
= PUBLIC UTILITY 
REGULATION = 














by 
A. Cc. WEBBER 


Former Chairman and Commissioner 
Massachusetts Public Utilities Commission 







It is a rare privilege to find, in readable form, the 
frank confessions of a commissioner whose aim has 
been so to coordinate the public administration of the 
regulatory law with the private conduct of the utility 
business as to encourage confidence and good will in 
the domain of both the investor and consumer. 


Broadly viewed, this volume blazes new trails. It 
goes far in justifying the hopes of the pioneers of 
regulation that the experience of years, tested in the 
laboratories of the 48 states, might evolve a workable 
regulatory regime. It encourages the thought that the 
initiative, the inventive genius, and the capacity of our 
people working in harmony are the motivating forces 
of national progress. It sounds a note of political 
philosophy not uncommon in the field of administration, 
but rarely found in print. 


“Principles of Public Utility Regulation” should be 
read, not only by commissioners and members of ad- 
ministrative agencies, but by students of government 
and economics, legislators, investors, bankers, utility 
men, engineers, accountants, attorneys and all others 
having an interest in the various concepts of public 
service. 


PUBLIC UTILITIES REPORTS, INC. 


Munsey Building © Washington, D. C. 
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The \ 
Empire Victory Meter Pittsburgh IRONSIDE Meter 


A FULLY PROTECTED IRON CASE A FULLY PROTECTED IRON CASE 
OSCILLATING PISTON METER NUTATING DISC METER 





MEASUREMENT 


For the duration and for years to come... 


IHE continued manufacture of water meters, made to = approved by the War Production Board. We are in 
conform to the limitation order on the use of bronze, _ full production on both Pittsburgh Ironside and Empire 
has the full approval of the War Production Board. — Victory Meters. The Ironside is of the disc type with 
Meters avoid waste of the water that they measure. ow the same inner working mechanism that has been proven 


also conserve many times the small 
amount of critical materials used in 
their ‘Construction by reducing the need 
for pumpiog equip- 
ment, purification and reservoir facilities. 
Under the circumstances, no water 
works man should feel that he is hinder- 
ing the war effort by buying today the 
new meters that are actually needed in 
his operations. 





The Pittsburgh-National organi- 
zation pioneered in meter designs 


in thousands of Arctic and Tropic 
Meters. The Empire Victory Meter 
employs the time tested oscillating piston 
principle of measurement, developed by 
National and popularized for over 50 
TWE NEW MOLDED GLASS REGISTER BOX years. Both meters are thoroughly accu- 
A single piece, strong, molded glass ts caeeaneing MenrenTees cones af 
unit which fits snugly over the regis- 8'V€ Many years of dependable service. 
ter and is retained against a fibre Together they provide the necessary 


gasket. Serves as both register box py, to handk actically every do- 
and lid; protects register against dust Re er ee cae 
and moisture; will withstand con- 
siderable abuse. preference of operating men. 


mestic water meter requirement or 


sa a cet -NATIONAL METERS 


THE MOST COMPLETE LINE OF WATER METERS IN THE WORLD 
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AND CRESCENT INSULATED WIRE & CABLE CO. 


is doing its part in furnishing a vast quantity of electrical wires 
and cables that carry the power from battery or generator to 
delicate parts that control these instruments of destruction. 
Telephones, radios, lights, signals, starters and instrument control 
are all dependent on electrical conductors that must not fail. 


CRESCENT has had over fifty years’ experience in the manu- 
facture of ALL types of Electrical Wire and Cables. . 


100% War Production 
CRESCENT INSULATED WIRE s CABLE C0. 


TRENTON, WN. J. 
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CORROSION-RESISTANT, rustproof 
ttproof, Johns-Manville Transite 
provide maximum assurance of long, 
at life and low maintenance when 
d on exposed locations. On many 
installations, such as the one shown 
 Transite Conduit outperforms more 

@ materials commonly used for 


FOR 
EFFICIENT, 
LOW-COST 
SERVICE, 
SPECIFY... 





AINTENANCE costs stay low when 
Transite Ducts are used. Entirely 
inorganic and non-metallic, these asbestos- 
cement ducts are highly resistant to cor- 
rosion. They can’t rust or rot... won’t burn. 
Yet low maintenance is only part of the 
savings made by using Transite Ducts. 
Supplied in long, light lengths, these dura- 
ble cableways are installed quickly and 
easily; thus, installation costs are kept low. 
For details, write for brochure DS-410. 
Johns-Manville, 22 E. 40th St., N. Y. 


UNUSUALLY WEATHER-RESISTANT, 





these asbestos-cement ducts may 
be safely stored outdoors. Their 
sustained strength permits piling 
to convenient heights without 
distorting or crushing the duct. 





TRANSITE CONDUIT... For 
use underground without 


lation 
@ concrete envelope and lower 
for exposed locations. tical 


UNIFORMLY STRONG AND DURABLE, 
J-M Transite Conduit needs no 
protective casing underground. 
And its tough asbestos-cement 
composition offers superior pro- 
tection against corrosive soils. 
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B&W Open-Pass Boiler 
central station— Co 
Ib. steam per hr.— 
high-volatile eastern 


COAL MEETS THE 


Pulverized and 


Steam plants today must be operated in the interest 











of the war effort, releasing from use the fuels needed 
by combat units. This has placed on coal the burden 








of carrying today's production load. With coal, as 
with other fuels, it is vital that it be burned economi- 








cally and with minimum interruption to service. In the 
field of coal burning, B&W can be of great service 
to coal users, because of its invaluable knowledge 
and experience in the combustion of this and other 
fuels and through the coal-burning equipment it has 
made available. 





The B&W Direct-Firing System is the result of the 








Company's lengthy experience with pulverized-coal 
firing, an experience that dates back to the earliest 
applications to power boilers. This system is fully 
coordinated, from bin ro burners; the ball-bearing 
type pulverizer and rotating-table feeder being 
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FUEL EMERGENCY - 


Stoker Firing 


especially applicable to direct firing and to com- 


plete automatic control. 





B&W Chain-Grate Stokers are widely used where 
economic considerations, size of boiler, and char- 
acter of coal available make stoker firing advisable. 
These stokers burn a wide range of coals efficiently, 
are self-cleaning and low in maintenance. 


B&W Water-Cooled Furnace Constructions have 
the diversity necessary for satisfying all the require- 
ments of any method of firing, from supplying 
structural shape and strength, to promoting com- 
bustion and ash elimination in individual furnaces. 


Complete B&W Boiler Units, such as those shown 
on these pages incorporating either method of firing 
and typical B&W Furnace Constructions, provide 


the means of meeting present-day fuel problems. 
G-238T 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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GENSPRING 


CONSTANT-SUPPORT HANGERS... 





Be 


Here’s the “‘fitting room 
for Gensprinc Hangers . 
a machine that duplicate 
actual - service conditions 


are individually calibrated for each job! 


There’s no chance of misfits in the hangers for 
your power piping . . . no delays for “fussy” 
calibrations, .. . when you specify GENSPRING 
Contant-Support Hangers for your installations! 

Every GENSPRING unit is prefitted before ship- 
ment... tested and calibrated under load-and-travel 
conditions that duplicate actual-service specifica- 
tions. Yet, field changes up to + 16% of rated 
hanger load may be made after installation with the 
simple adjustment built into each hanger. 

These are only two of the advantages of “floating” 
pipe-suspension by GENSPRING Hangers. Through 


unique engineering design, these hangers provide 
constant support for piping in every “hot” and “cold” 


“position. The weight of pipe is always balanced... 


transfer of vertical vibration to the pipe is eliminated 
... the safety factor of the complete system is effec 
tively maintained. And all in minimum headroom! 

Get full details of GENSPRING Constant-Support 
Hangers for loads from 250 to 8500 pounds. Costs 
are moderate due to mass production and inter 
changeable parts. Grinnell Co., Inc., Executive 
Offices, Providence, R. I. Branch offices in principal 
cities of United States and Canada. 


GENSPRING CONSTANT-SUPPORT HANGERS BY GRINNELL 


WHENEVER PIPING ts invotveo 
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INNEAR 22% 
D Relling DOOR 


SAVE STEEL 
bud still 
GAIN 
TIME TESTED 
EFFICIENCY 


of 


COILING 
OPERATION 


Makers of the famous Kinnear Steel Roll- 
ing Door again come to Industry’s aid with 
their WOOD Rolling Door. It saves steel 
without sacrificing efficiency! It features 
coiling, upward-acting efficiency, proved 
for so many years in steel rolling door 
installations! 

The wood-slat curtain is assembled for 
strength, weather protection and smooth 
operation. Spring counterbalanced and 
coiling above the lintel, it saves space ... 
leaves an unobstructed opening. . . opens 
out of the way of damage. Built any size, 
manual or motor operated, and suiteu to 
old or new installations. It is the perfect 
answer to “duration” door problems. 


Write Today for 
BULLETIN. We.37 ; 3 7 
THE KINNEAR MANUFACTURING COMPANY 


2060-80 Fields Avenue Columbus, Ohio 
wheittittiktttktkik kik w 
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“Proud of the Achievement of the Men and Women 
of the Robertshaw Thermostat Company” 


Years of precision skill put into 
the manufacture of Robertshaw 
Thermostats now has its greatest 
reward. Quoted above, are the 
words of Under Secretary of War 
Patterson, in awarding Robert- 
shaw the Army-Navy Production 
E for “high achievement in the 
production of war equipment.” 
Wrote Mr. Patterson to John A. 
Robertshaw, President of Rob- 
ertshaw Thermostat Company: 


Robert P. Patterson 
Under Sec’y of War 


“The patriotism which you and your 
employees have shown by your remark- 
able production record is helping our 
country along the road to victory. The 
Army and Navy are proud of the 
achievement of the men and women 
of the Robertshaw Thermostat Com- 
pany. May I extend to the Robertshaw 
Thermostat Company congratulations 
for accomplishing more than seemed 
rea ble or possible a year ago.” 





Men and women of Robertshaw 
who have made this possible 
. .. your company salutes you! 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly 





Measure with ACCURACY 


over the entirefrange of flow 


TRIDENT HERE industrial plants use 
COMPOUND METER large quantities of water 
part of the day, and are entirely 
or partially shut down for certain 
other periods, the Trident Com- 
pound Meter fits exactly into the 
picture as a means of accurately 
measuring the volume of water 
delivered, irrespective of the rate 
of flow, during the entire twenty- 
four hours. 


NEPTUNE METER COMPANY @ 50 West 50th Street ¢ NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., 
DENVER, DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON 
NEPTUNE METERS, LTpD., LONG BRANCH, ONTARIO, CANADA 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 














THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 











DESIGN Fi ord, Bacon & Davis, ne. RATE CASES 


OONSTRUCTION £ : APPRAISALS 
OPERATING COSTS ngineers INTANGIBLES 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON OLEVELAND OBI0AGO 








GILBERT ASSOCIATES, Ic. 


ENGINEERS SPECIALISTS 
POWER ENGINEERING SINCE 1906p. oncie, and Expediting, 


Steam, Electric, Gas, Hydro, 

Designs and Constructioa, Serving Utilities and Industrials Rates, Research, Reports, 

Operating Betterments, Personnel Relations, 
Reading, Pa. Original Cost Accounting, 


Inspections and Surveys, 
Feed Water Treatment, Washington New York Accident Prevention. 

















J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reo 


DESIG 
bETTE 


nc 
‘Bi 








Consulting Engineering 
Public Utility Affairs including Iintegratien 





Mention the FortnNicHtLty—It identifies your inquiry 
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PROFESSIONAL DIRECTORY continued 





SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York 


San Francisce 











Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 











STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON e NEWYORK « CHICAGO 
SAN FRANCISCO 


e HOUSTON e« PITTSBURGH 
LOS ANGELES 








NEW YORK 


THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 


Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 


NEW ORLEANS 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
bETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 





EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OnIO. 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports end 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 





senses 








Francis S. HABERLY 
ENGINEER 


Appraisals—Original Cost Accounting— 
Rates—Depreciation—Trends 


122 SoutnH Micnican Avenue, Cuicaco 





(Professional Directory Concluded on Next Page) 
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JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 














JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 














SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals — Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 














PUBLIC UTILITIES 
FORTNIGHTLY 


is read every other week by the key 
men in the utility industry. Keep 
your name before them by being a 
regular advertiser in our Professional 
Directory. 


Rates Will Be Sent Upon Request 














Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 

quickly — 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, + or more bolts, 


L-M Elbows, with compression units 

iving a dependable grip on both con- 

uctors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


— Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 


(on oF. 82k Sk Om ag ek ® | FITTINGS 
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HE PERMANENT character of 

the Durant Insulated Piping 
System is not based solely on the 
design of the factory-fabricated 
units. Full consideration has been 
given to the varied requirements 
of field assembly. The accompany- 
ing installation photographs of a 
two-pipeline anchor are illustra- 
tive of the engineered adaptability 
of the D.I.P. system. 


In the large illustration, the two 


Public Utilities Fortnightly 


Xf: UNDERGROUND PIPE LINES 








insulated joints are being sealed 
with asphalt a full inch thick. 
After pouring, the pipes with steel 
anchoring channels are encased 
in mass concrete to provide the 
inexpensive, effective anchor 
shown above. 


Send for the Ehret D.I.P. Booklet. It contains full informa- 
tion on this modern system of underground insulated piping. 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE 


DISTRIBUTORS IN 


ALL 


PENNSYLVANIA 


PRINCIPAL 


51 


CITIES 
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SAVE 50% 
N TIME AND MONEY WITH 











THE ONE-STEP METHOD 





OF BILL ANALYSIS. 











HAT effect is the national defense program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 

is important question. In addition to a knowledge of the existing situation, 
ertain trends may be disclosed, a knowledge of which may be of considerable 
portance to you under circumstances where the picture is rapidly changing. 


he One Step Method of Bill Analysis is ideally suited to meet the needs 
f this problem. It does away with the necessity for temporarily acquiring, 
aining and supervising a large clerical force. Our experienced staff plus our 
pecially designed Bill Frequency Analyzer machines can turn out the job in 
} few days and at the cost of only a small fraction of a cent per item. 

e will be glad to tell you more in detail about this accurate, rapid and 
pconomical method for obtaining a picture of your customer usage situation. 

tite for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal Toronto 
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ings of Victory 


Electritity helps make America’s war planes some of the’ world’s 
most deadly weapons. Here are a few of the ways in which G-E 


equipment serves in the air, 


1. Lamps are the eyes of the plane 
at night, ranging in size from 
cockpit lamps no larger than a pea 
to landing lamps of more than 
half-a-million candlepower. 





SSF Sint” 


2. Radio combines the voice and 
the ears of the plane, allowing com- 
munication between the pilot.and 
his squadron, and the ground and 
sea forces. 








3. Instruments are the sensitive 
brain that relays messages to the 
pilot from all parts of the ship and 
helps him to control the plane in 
its flight. 








: 


4. Superchargers are the lungs of 
the plane, pumping extra oxygen to 
the carburetors, giving our planes 
the altitude so necessary to modern 
warfare. 





General Electric believes that its first duty as a 
good citizen is to be a good soldier. 


General Electric Company, Schenectady, N. Y. 
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